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FARMERS DEPOSIT 


OF PITTSBURGH, PENNSYLVANIA 
CAPITAL AND SuRPLUS TWELVE MILLION DOLLARS 


STATEMENT OF CONDITION, JUNE 29, 1935 


RESOURCES 


Cash on Hand and Due from Banks 


U. S. Government Securities................. 


Other Bonds and Securities 


Bank Building 
Other Real Estate 
Overdrafts 


LIABILITIES 


Demand Deposits 

Time Deposits 

Savings Deposits 

U.S. Government Deposits (Secured) 
Municipal Deposits (Secured) 
Reserves for Taxes, Interest, Etc 


NATIONAL BANK 


$20,826,714.14 
. 56,861,374.90 
4,095,993.52 
9,483, 108.40 


$77,688,089.04 


13,579, 101.92 
406,898.76 
4,625,177.18 


$96,406,599.52 


$47,478,243.14 
19,354,403.28 
11,175,903.49 
1,798,209.87 


1,228,224.39 $81,034,984.17 

180,745.79 
6,000,000.00 
6,000,000.00 
3,190,869.56 15,190,869.56 


$96,406,599.52 


DIRECTORS 


ArtTuur E. Braun President 


GeorceE H. Ciape 


Director, Aluminum Company of America 
GeorceE L. Craic President, Chartiers Oil Company 


Maurice Fark _ Director, National Steel Corporation 


Wituiam C. Fownes, Jr. Chairman Executive 
Committee, Spang, Chalfant & Co., Inc. 


Joun G. FRAZER 
Member, Reed, Smith, Shaw & McClay, Attorneys 


Cuar.es W. FRIEND Vice President, 


James B. Hatnes, Jr. 
Director, National Union Fire Insurance Co. 
James E. Lewis 
President, Harbison-Walker Refractories Co. 
Sipney S. Liccettr Banker 
L. Monro 
President, American Window Glass Company 
Frank R. 
President, Duquesne Light Company 
ANDREW W. ROBERTSON 
Chairman, Westinghouse Electric & Mfg. Co. 
WILLIAM WALKER 
Director, Reliance Life Insurance Company 


A Century of experience in meeting the requirements of industry, has de- 
veloped in this bank complete commercial banking facilities. Inquiries are 
invited from interested executives, regardless of their geographical location. 


Brownsville Coal & Coke Company 
1832 1935 


SPECIALIZING FOR 103 YEARS IN COMMERCIAL BANKING 


i” 
ee | by 
| Sec 
We 
bas 
| his 
mil 
ma 
Bs 
Loans and Discounts. ....................... Th 
Interest Accrued on Investments.............. 0 
SY pa 
ru 
of 
th 
Undivided Profits and Reserves................ 


PAGE ONE 


Taxes 


HE nature of the tax issue before 
| Congress is well illustrated by the 


original estimates of revenue made 
by Treasury experts and reported by 
Secretary Morgenthau to the House 
Ways and Means Committee as the 
basis of that body’s draft of a new reve- 
nue law. These estimates include only 
new taxes suggested by the President in 
his message to Congress, to which Ad- 
ministration leaders hope new levies 
may be restricted. They are limited toa 
graduated tax on inheritances and gifts, 
higher rates on large incomes and an in- 
creased tax on corporations, graduated 
according to the size of the corporations. 
The estimated returns range from $118,- 
000,000 to $901,500,000 a year. Be- 
tween these estimates there 
isa difference of nearly $800,- 
000,000, or a sum sufficient to 
pay the whole annual cost of 
running the Government in 
years well within the memory 
of middle-aged men. 

The significant feature of 
these estimates is that their 
wide range depends less upon 
the rates of taxation applied 
than to the classes of persons 
to whom they are applied. An 
inheritance tax with a 4 per 
cent levy on inheritances of 
from $300,000 to $500,000 
and ranging to 75 per cent on 
bequests over $10,000,000, 
for example, would produce 
only $5,000,000 per year. The 
same rates applied to inheri- 
tances beginning at from 
$50,000 to $60,000, however, 
will produce $93,200,000 a 
year. Gift taxes starting at 
3 per cent on gifts of from 
$300,000 to $500,000 and 
graduated up to 60 per cent 
on gifts over $10,000,000 
would produce only $2,300,- 
000. The same rates applied 
to gifts starting at $50,000 
would produce $25,400,000. 
Inheritance and gift taxes at 
the same rates as the present 
income tax, with the first 
$50,000 exempted, would pro- 
duce $209,000,000; with no 
exemptions the revenue would 
be $489,000,000. 

So it goes in all sorts of 
combinations. The whole is- 
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sue, in short, is not the means or the 
mechanics of raising revenue but the 
social and political question of who will 
pay it. It is evident that the plan to 
“soak the rich”’ means very little when 
applied to the very rich as a means of 
securing substantial income. If all the 
income of the very rich were confiscated, 
it would produce less revenue than a 
fair rate upon the moderately wealthy. 
The moral is plain enough. Only taxa- 
tion which reaches all classes of people 
according to their ability to pay will 
produce adequate revenue. This hap- 
pens to be the only plan which is, at the 
same time, both practical and just. It is 
also the best plan by which the danger 
and folly of piling up public debt in- 
definitely can be brought home to the 
people who must ultimately pay it. 


HOW FAR AHEAD IS INFLATION? 


Speaking before the Graduate School of Banking in 
New Brunswick, N. J., on June 28, Col. Leonard P. 
Ayres, vice-president of the Cleveland Trust Com- 
pany, said that inflation as an “ultimate develop- 
ment seems to be a very real danger,”’ although the 
present prospects of it are not great ‘“‘unless the Gov- 
ernment enters frankly upon a policy of issuing fiat 
money with which to meet its expenses.”’ Five requi- 
sites of inflation were given by Col. Ayres: sustained 
active business, a rising stock market, real credit 
expansion, greater out-flow of gold “‘than we can 
tolerate which would force us to cut our currency 
entirely free from gold,”’ and continued large Federal 


budget deficits 


Corporate Size 


The proposal to tax the income of 
corporations according to their size has 
brought to light some interesting fig- 
ures. The American Telephone and Tel- 
egraph Company, for example, had at 
last accounts 630,939 shareholders with 
average holdings of 27 shares per per- 
son, while the tax per share at the rate 
proposed would work out at from 92 
cents to $1.18—in other words, each 
stockholder on an average would be 
taxed about $27 a year on his holdings 
in this one corporation. The individual 
taxation of stockholders in such con- 
cerns as the Pennsylvania Railroad 
Company, with its 235,000 sharehold- 
ers, the Standard Oil Company of New 
Jersey, with 121,000 shareholders, and 
the General Electric Com- 
pany, with 117,000 stock- 
holders, would be correspond- 
ingly high with comparatively 
little regard for the net return 
to the investors. 

Many smaller corporations 
are much more profitable than 
these large concerns and could 
fairly bear a much higher rate 
of taxation. There is, in fact, 
little or no relation between 
the size of a corporation and 
its ability to pay taxes or, for 
that matter, dividends. Size 
may involve large aggregate 
losses as well as large aggre- 
gate gains. The proper test 
in such matters is the actual 
return of a corporation’s 
earnings to its stockholders 
as individuals, not in the 


mass. 
* 


Finances 


The fiscal year 1935 ended 
with a Federal deficit of 
$3,575,357 ,963 instead of the 
$4,869 ,418,338 anticipated by 
the President as late as last 
January. Expenditures were 
$7,375,825,165 instead of the 
$8 581,069,026 anticipated, 
while revenues were $3,800,- 
467,201 instead of the es- 
timated $3,711,650,688. In 
other words, the country 
spent less than was expected 
and received more, with the 
general result that the public 

(CONTINUED ON PAGE 5) 
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Report of Financial Condition 


as of June 30, 1935 


The June 30, 1935, Financial Statement of Investors Syndicate 


reviews the preceding six months as follows: 


TOTAL RESOURCES: $65,984,367.15—increase of $4,079,199.93 
since December 31, 1934. 


CASH, BONDS, AND MARKETABLE SECURITIES: $25,704,006.50 
—an increase of $1,677,231.18. Market value of bonds 
and securities $510,000.00 above book value. 


CAPITAL, SURPLUS, AND RESERVES: $7,480,700.16—an increase 
of $533,046.70. 


Certificate collections, for the first six months of 1935, were $9,321,507.39 
—compared with $7,142,545.12 for the first six months of 1934—an 


increase of over 30%. 


Mortgage collections, for the first six months of 1935, were $2,324,009.25 
—as against $1,948,168.07 for the same period of 1934—an increase of 
over 19%, 


Certificate loans and cash surrenders, for the first six months of 1935, 
were $1,738,713.49— a decrease of over 18% fromthe $2,133,580.61 
for the first six months of 1934. 


INVESTORS SYNDICATE 


LIVING PROTECTION 


Offices in 53 Principal Cities... Representatives Throughout United States and Canada 


BANKING 


A classroom in the Graduate School 
of Banking during the first resident 
session (see page 88) 


Bank management topics in this 
issue: Anti-Crime School; Postal 
Savings Réle; Mortgage Loans by 
Commercial Banks; Automobile 
Sales Financing; Bargains 1n 
Small Homes; A Model House 
Program; Money Warehousing; 
Profitable Foreign Departments; 
F.H. A, Advertising; Moderniza- 
tion Loans; Practical Public Rela- 


tions; Bank Aid to Better Farming; 


New Employees; Employee Flower 


Shows; Research in Banks; In- 


ternational Thrift Congress. 
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Tins problem of putting deposits to work safely and profit. ; 
ably today is puzzling not only the banks — but every type of q 
individual and corporate investor. : 


Result: Most of them are turning to bonds... bidding agains : 
each other for the opportunity to make money earn money... 
driving up the price of bonds and dragging down the yields i 
proportionately. 


It’s a hard market for the investor to analyze. A market tha P 
requires the facilities, the time, the man-power to keep con | 
stantly on one’s toes for each opportunity that presents itself. 
That’s exactly what Moody’s Supervisory Service offers you F 
bank... plus...a personal counsellor to fit the recommendations F 
of the Moody organization to your own peculiar needs for | 
income, security, and diversification. 


The cost is modest. The many banks now using this service att 
satisfied that it is more than paying for itself. Let us show you 
how it can do the same for your bank. 


MOoDYS INVESTORS SERVICE 


JOHN MOODY, President 


65 BROADWAY NEW YORK CIT! 
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(CONTINUED FROM PAGE 1) 
debt amounted to $28,700,892,624 in- 
stead of $31,086,633,874—the estimate 
which startled the country a few months 
ago. 
The Treasury also puts a value of 

$4,037,000,000 on the assets of Govern- 
ment agencies as a set-off against out- 
standing debt. The increase in revenue 
in recent months also gives promise that 
next year’s income from this source will 
exceed $4,000,000,000. That, however, 
has been anticipated, since the official 
estimate was placed at $3,990,000,000 
and a matter of $10,000,000 either way 
is of little moment these days. 

Inasmuch as the prospective tax bur- 

den is thus considerably less than has 
been in prospect for the past year or so, 
the situation is considered encouraging. 
One important question, however, is yet 
to be answered. This is: have these ex- 
penditures, although lower than antici- 
pated, been necessary and have they 
paid? There is little or no advantage in 
arguing these matters at the present 
time, but their consideration is of ex- 
treme importance in connection with 
the proposals for the budget for the next 
| fiscal year, for which estimates are al- 
| ready in course of preparation. Five 
» months from now the Government will 
be called upon to present a new financial 
' program to the people of the country, 
 anditis hardly too much to say that the 
| the success or failure of the whole spend- 


Population Shifts 


Something seems to have put a crimp 
in the schemes to move great sections of 
the population about the country to 
make a live community grow where 
none grew before. All sorts of difficul- 
ties have loomed ahead. If there is no 
industry in the new town the people are 
unemployed; if there is an industry the 
community soon becomes a “company 
town.” If the new communities are lo- 
cated near large cities they become 
merely new suburban housing schemes 
at excessive cost. Loan payments on the 
communities already started have been 
poor. Maybe the idea is a good one—if 
it will ever work. 


Pioneers 


It is a long way between American 
frontier days and the Alaskan coloniza- 
tion scheme which permits the modern 
pioneers to raise a rumpus in the Senate 
because their housing is three weeks be- 
hind schedule. The ridiculous feature of 
the whole Alaskan enterprise is that, if 
these men and women were really put 
to it and did not have the support of a 
paternalistic government, they would 
probably buckle down and accomplish 
as much on their own hook as did the 
pioneers who settled the United States. 


* 


Coordination 


e SPECIALISTS IN e 


UNITED STATES 
GOVERNMENT 


C.jJ.DEVINEs CO. 


48 WALL STREET, NEW YORK 


CHICAGO BOSTON - 
ST. LOUIS 


SECURITIES 


INCORPORATED 


HAnover 2-2727 


Direct Wires to all Offices 


PHILADELPHIA 
SAN FRANCISCO 


Bankers are Buying 


F ing program of the past few years will be 
| judged upon the showing made at that 
time. 


The Coordinator of Transportation 
in Washington proposes to save the 


CREDIT BANK 
Collateral Trust Debentures 


Because these debentures are 
exceedingly liquid, issued 
in short term maturities, 
from 3 to 12 months. 

The capital of the issuing 
banks was paid in by the 
United States Government. 
Exempt from all taxes— 
Federal, State and Munic- 
ipal, yield a slightly higher 
return than short term 
Government securities. 

Eligible up to 6 months’ 
maturity for purchase by 
the Federal Reserve banks, 
and as collateral for 15 day 
loans to member banks, 
and for investment by 


LESS BORROWING 


In urging the President’s tax program before the House Ways and Means Com- 

mittee, Secretary Morgenthau said that, with the worst of the depression past, 

the time had come to consider a reduction in Government borrowing. Below, 
Representatives Hill and Doughton and Secretary Morgenthau 


i 
FEDERAL INTERMEDIATE 


Savings Banks in the State 5 
of New York. 
Under an Act of Congress : 
all twelve Federal Inter- 
mediate Credit Banks are 
liable for each other’s de- 
bentures. 
E 


4x Further information and circulars can 
be obtained through your dealer or 


CHarues R. DUNN, Fiscal Agent 
For the Federal Intermediate Credit Banks 


31 Nassau Street New York City 
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ANYWHERE IN NEW YORK STATE 


and get your 
business facts 


first hand? 


@ There is always a wealth of statistical information about any market | 
as large as New York State. But can you or your customers always get | 
detailed news about a specific business happening in this area while it 
is still news? Can you get it first-hand from authoritative sources? 

The 20 Marine Midland banks are proving most helpful in this respect 
to a great many concerns. These 20 banks have 78 offices in 28 New 
York State communities. They are in constant touch with business in 
the area they serve. The facilities of all these banks are available to 


Marine Midland customers. 


MARINE MIDLAND BANKS 


Write Marine Trust Company, Buffalo, N. Y. or Marine 
Midland Trust Company, New York City to learn how you 
can profit by the services of these banks. 


_ the former in the long-run. 


: | Transportation, has for some time urged 


| ury hastened to the rescue of the French 
| franc by trading dollar exchange for 


| railways of the country $750,000 an. 


| York City of a “transportation fiscal 
corporation” and a “transportation 


Can you IN” 


| cars have been recommended to the 


| recommended elimination of the Pull- 


| for Pullman and other accommodations, 


nually by the establishment in New 


trust company” to transact business 
for the railroads now handled by private 
banks. The scheme might work, but it 
is not so certain that helping the rail. 
ways in this respect by hurting the 
banks will work out to the benefit of 


* 


Railroad Fares 


Railroad passenger fares of 2 cents 
a mile in coaches and 3 cents in Pullman 


Interstate Commerce Commission by 
Irving L. Koch, examiner. He also 


man surcharge. 
Joseph B. Eastman, Coordinator of 


lower coach fares, with a graduated scale 


The present basic rate is 3.6 cents a mile. 

Mr. Koch stated that “the passenger 
market of the future looks as promising 
as at any time in the history of the coun- 
try, but the railroads cannot hope to 
share reasonably in that market except 
at fares more nearly commensurate 
with the price and convenience of travel 
by highway and with changed economic 
conditions.” 


Buying Gold 
Reverberations are still heard in some 
parts of the country because the Treas- 


gold. It is just a little difficult to please 
everyone. It is very seldom that anyone 
has objected to the United States’ ac- 
quiring more gold, although that objec- 
tion might be justified. 

* 


Lobbying 


It is promised that the current inves- 


| tigation of lobbying in the halls of Con- 


gress will work in both directions, reach- 


| ing out for those who favor as well as 


those who oppose pending legislation. 
The difficulty in dealing with a matter 
of this sort is in drawing a line between 
legitimate propaganda for and against 
legislation and that which is not legiti- 
mate. Of course, every citizen and every 
interest has a right and perhaps a public 
duty to propose or oppose pending legis- 
lation, and there is nothing in the 
Constitution or in common sense which 
prohibits a citizen or an interest from 


| basing his favor or disfavor upon his 
| own interest. Democratic government 


is a compromise between interests. 


BANKING 
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LOBBIES 


| While the utility holding companies bill was still in conference, the House Rules 
- Committee, under the chairmanship of Representative John J. O’Connor (above, 


talking to reporters) started inquiring into the tactics of both pro and con lobby- 
- ists. Soon afterward, the Senate began its investigation of all efforts either to 
retard or advance legislation on its way through the upper house 


The matter sifts down to the question 
of what self-interests are fair. The an- 


| swer is not so easy to determine. In final 


analysis the real issue is the methods 


| followed to influence Congress. Even in 
| this respect it is not always easy to draw 
' aline between what is legitimate and 
| what is not. 


Slums 


In the course of two years’ operations 


7 the P.W.A. has succeeded in actually 
» spending only about $16,000,000 on low 


cost housing and slum clearance proj- 
ects. This fact is not occasion for criti- 
cism of the P.W.A. It is an indication of 
some of the difficulties which attend the 
Government’s attempt to deal with 
municipal matters. 

More in this line will be accomplished 
in the near future, for more projects 
have finally been put under way. 
But it long since became evident that if 


4 slums are to be cleared and low cost 
_ housing provided, the municipalities 
> themselves must take a greater and less 
) selfish interest in the matter than they 
© have so far displayed. 


* 


Debts 


Debts of municipalities, according to 
a National Municipal League report, in- 
creased only $2.21 per capita, or 1.2 per 


» cent, last year in spite of demands upon 


them for unemployment relief. This 


| Sounds good, but since the public debt 
| of the United States increased by about 
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$33.33 per capita for relief purposes in 
the same period it is not at all certain 
that the country is as well off in this re- 
spect as might first appear. There is no 
question that the Federal Government 
has done too much in the way of relief | 
and the municipalities probably too lit- 
tle, although one need not be too sure 
about the latter proposition. In any 
event the discrepancy in debt increase 
speaks for itself. 
* 


Realty Bonds 


Realty bonds on an average have ad- | 
vanced 20 per cent in price in the first | 
half of the current year, but since the | 
average price of a $1,000 bond on June 
30 was estimated at $343 this change is | 
less impressive than it might have been. | 
If, however, the rate of improvement | 
can be continued, long term urban | 
realty financing will get somewhere in | 
the next three years which, after all, is | 
about all that ought to be expected. | 


* 
Forests 


The establishment of a $40,000,000 | 
Government forest credit bank for the | 
benefit of the lumber industry is the | 
latest wrinkle in Federal finance. It is | 
planned to make the new institution a | 
subsidiary of the farm credit system. 
Lumbering has never been regarded as | 
a branch of agriculture in this country, | 
although there is no sound reason why | 
it should not be. But another govern- | 
ment bank is a different matter. 


Your service 
has saved us 
many times 


its cost!” 
says Ohio banker 
Unless your present 
financial service is 
doing as much for 
you, write to 


POOR’S 


for complete informa- 
tion on the most compact 
factual and advisory ser- 
vice ever offered tobanks 
... and the easiest to use! 
Its unusually low price 
will surprise you! 


POOR’S PUBLISHING COMPANY 
90 Broad Street New York, N. Y. 


Permanence 


Tax possessions 
which give us the most joy 
and satisfaction are those of 
permanent value, which can 
be treasured through years 
and perhaps generations. 

You can safeguard for 
yourself and your family the 
standard of living, the sur- 
roundings, the background 
which are part of their lives. 
Life insurance gives perma- 
nence to those things which 
make life worth living. Send 
for our booklet which tells 
how. 


LiFe INSURANCE COMPANY 


OF BOSTON, MASSACHUSETTS 


197 Clarendon Street, Boston, Mass. 


Please send me your booklet, “ Answer- 
ing an Important Question.” 
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THE CHASE 


NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, June 29, 1935 


RESOURCES 


AND DvE From BANKS 


U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 
GUARANTEED . 


STATE AND MuNICIPAL Sucenmens MATURING WITHIN TWO YEARS 


OTHER STATE AND MunicIPAL SECURITIES. 
OTHER SECURITIES MATURING WITHIN TWO YEARS 
FEDERAL RESERVE BANK STOCK . 

OruHeER Bonps AND SECURITIES 
Loans, Discounts AND BANKERS’ Aneaveiiietis 
BankKING Housss ©. 

Oruer Rear Estate... . 

MortTGAGEs . 

CustToMERs’ 


LIABILITIES 


CaPITAL—PREFERRED . 
CapiraAaL—CoMMon 

SuRPLUS 

UnpDIVvIDED 
RESERVE FOR CONTINGENCIES . 
RESERVE FOR TAXES, INTEREST, ETC. 
Deposits . 

CERTIFIED AND s Cunexs 
AccEPTANCES OUTSTANDING 

ITrEMs IN TRANSIT WITH BRANCHES 


LIABILITY AS ENDORSER ON ACCEPTANCES AND Sesame Sia 


Oruer LIABILITIES .. . 


$ 528,863,069.24 


573,663,610.71 
64,086,986.35 
23,768,064.99 
21,930,470.72 
8,160,000.00 
90,104,180.72 
639,394,724.19 
39,464,171.39 
4,051,691.33 
1,765,542.11 
15,974,210.42 
16,477,346.48 


$2,027,704,068.65 


- $ 50,000,000.00 


100,270,000.00 
50,000,000.00 
20,850,876.94 
18,263,470.22 
1,003,121.74 
1,735,105,986.91 
25,022,666.67 
17,800,488.50 
546,469.30 
4,191 5638.67 
4,649,349.70 


United States Government and other securities carried at $137,401,808.74 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 
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Unemployment Insurance 


Up to July 15 five states—New York, 
California, Utah, Washington and New 
Hampshire—had enacted unemploy- 
ment insurance laws, but except in the 
case of New York, whose act becomes 
effective on March 1, 1936, the opera- 
tion of these laws depends upon the en- 
actment of supporting and supplemen- 
tary Federal legislation. Social security 
legislation is slowly getting under way 
and it is well that the burdens involved 
are not being taken up with a rush. It is 
a tremendous undertaking which needs 
to be approached with caution if not 


with awe. 


Oil Revenues 


The income of the Mexican Govern- 
ment from the exploitation of the coun- 
try’s oil deposits has declined from 
$80,000,000 a year in 1921 to $6,400,000 
in 1934, as a result, so it is claimed, of 
“misguided economic experimentation” 
on the part of the Mexican authorities. 
There may be other reasons for the de- 
cline, but it seems safe to infer again 
that experiments with the goose only 
too often result in a permanent loss of 
the golden eggs. 


Pandora 


When Congress starts a revision of 
the tax laws it usually starts a lot of 
other things. The proposal to equalize 
the distribution of wealth by the tax 
route probably has opened a Pandora’s 
box of troubles, which will plague mem- 
bers of the two Houses in next year’s 
elections more than the difficulty of 
dealing with this subject is plaguing 
them now. 

It is an unfortunate fact that in a 
democratic government such as that of 
the United States there is always a mix- 
ture of politics in tax proposals. What 
ought to be a scientific tax system based 
upon sound economics only too often 
becomes an unscientific, uneconomic 
and destructive system based upon pol- 
itics, with an effect upon business which 
largely defeats the purpose of taxation 
proposals. It is seldom that politics and 
economics can be mixed with any real 
success; in taxation the mixture is usu- 
ally explosive. 


A.A.A. 


Up to the middle of June nearly 100 
suits had been started to establish the 
unconstitutionality of the processing 
tax feature of the Agricultural Adjust- 
ment Act. The sudden access of legalis- 
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PUBLISHERS 


EAST OF SUEZ 


Because of delicate political situations all over Europe, the Ethiopian 
controversy has involved, not only the two nations at odds, but also 
the united stand of England and France on German armament, the 
continued usefulness of the League, the Pact of Paris and the peace 
of mind of the British cabinet. Above, the entrance to the Suez Canal, 
through which pass supplies for both parties to the disagreement 


tic courage registered since the chicken 
case is impressive, but it would have 
carried more weight and accomplished 
more for the country if it had been dis- 
played two years ago. The A.A.A. is just 
as constitutional or unconstitutional 
now as it was then—no more, no less. 
* 


A Little Short 


The $500,000,000 note issue placed 
on July 15 was necessary because the 
Treasury of the United States was a lit- 
tle short of cash, with only $488,000,000 
on hand. “That,” as Assistant Secre- 
tary Coolidge remarked, “seems a lot of 
money but in these times it doesn’t 
go very far.” Unfortunately, however, 
all this money must travel a long way 
on its return journey. 


* 
Hours 


The Works Progress Administration 
has established a 140-hour work week 
which, with the application of the eight- 
hour day, works out practically as a 
30-hour week. The Government evi- 
dently is of the opinion that it can afford 
to experiment along lines which private 
industry hesitates to undertake. 


H.O.L.C. 


The number of foreclosure suits 
started by the H.O.L.C. against de- 
faulted debtors rose to 568 at the end of 


June, 156 having been inaugurated in 
that month. Mr. Fahey’s agency has 
the job of collecting $3,000,000,000 and 
interest in $15-a-month instalments 
from home owners who were in financial 
trouble to start with and in a large pro- 
portion of cases are no better off now. 


Two-Dollar Bills 


A statement is going the rounds of the 
press that there are only $16,000,000 
in two-dollar bills in circulation. This is 
interesting but not true. At the end of 
May there was almost exactly twice 
that amount in circulation. It is a fact, 
however, that the circulation of notes of 
this denomination is gradually decreas- 
ing, largely because of the inconvenient 
possibility that they can so easily be 
confused with the one-dollar variety. 


* 
Financing 


The Federal Treasury has disposed 
of a tremendous amount of refinancing 
in recent months, all with conspicuous 
success. At present the only long term 
refunding in sight is the block of 
$1,250,000,000 of Liberty 414 bonds, 
called for redemption on October 15, 
and the block of notes due at the mid- 
dle of December. The weekly issues of 
discount bills are large but they are re- 
funded from time to time automatically. 
However, of new financing there will be 
a plenty. 
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PIGNORI 


ACCEPTUM 


An Interesting Message to Loan Officers Who May Not 
Have Recognized the Basis of Field Warehousing As a 


receipts we issue against the goods. 


The basis of such a transaction is that when 
property is delivered to one person by another to be 
used or held for some particular purpose and to be 
returned thereafter, this act creates what is known 


in the law as a bailment. 


The Funk & Wagnalls New Standard Dictionary 


defines bailment as follows: 


“The delivery of personal property by one person 
to another in trust for a specific purpose with a con- 
tract, express or implied that the trust shall be faith- 
fully executed and the property returned or duly 
accounted for when the special purpose is accom- 
plished—as in the consignment of goods to carriers 
or warehousemen,” etc. 


The authorities recognize five 
species of bailments and that type of 
bailment involving the pledging of 
goods to a creditor is known as the 
PIGNORI ACCEPTUM—the accept- 
ing of a pledge. 

While a public warehouseman is a 
natural bailee, the problem involved 
in field warehousing is that of main- 
taining a bailment through absolute 
and continuous physical and legal pos- 
session of the pledged goods until they 
are properly released by the holder of 
the warehouse receipt or to his order. 
Naturally, the art of continuous pos- 


LAWRENCE SYSTEM FIELD WAREHOUSING, as you know, 
is the storage of commodities where they are—the 
impounding of inventory carried on the premises of 
manufacturers, producers or others so that they may 
secure credit beyond their natural ‘open’ limita- 
tions through using, as collateral, the warehouse 


Very Well Known Principle of Law, Namely: Bailment. 


session at a warehouse operated in connection with 
the pledgor’s premises is a matter in which experi- 
ence on the part of the warehouseman is the first 
consideration. We have been at this particular spe- 
cialization of creating and maintaining bailments in 
connection with the issuance of negotiable ware- 


house receipts against inventory for more than 


twenty years. We have handled hundreds of ac- 
counts and hundreds of different commodities and 
have never in any instance failed to discharge our 
full responsibility as warehouseman to the holders 


of our warehouse receipts. 


While insurance is by no means a satisfactory sub- 


stitute for EXPERIENCE it offers a very sensible sup- 


Plant Inventories 
We Have Field Warehoused 


Canned Goods . . . At the Canneries 


Dried Fruit. . . . At Packing Plants 
i, At Dealers and Mills 
In the Booms 
Petroleum. . In Field Storage Tanks 
Lumber In Mill Yards 
Groceries . . . . At the Wholesalers 
Airplanes . . Where They Are Made 
Hides At Tanneries 
Gratm In Elevators 
On Coal Docks 
Beer. In Brewery Vats 
Wire. In Aging Tanks 


Plus Scores of Other Products 
Stored in Factory Rooms, Bins, 
Vats, Tanks, Yards, Docks, etc. 


Copies of the pamphlet, “Warehouse Receipts as Collateral,” are 


plement and we have caused to be 
written a unique $1 ,000,000.00 policy 
to cover our legal liability as ware- 
housemen, limited to $100,000.00 per 
location. To our knowledge this is the 
only policy of its kind in existence. 


FREE CONSULTATION SERVICE 


This organization, through any of 
its offices, will be pleased to consult 
with you as to the practicability of 
issuing warehouse receipts against 
any commodity wherever it is and we 
submit in the center of this advertise- 
ment a partial list of some of the more 
interesting conditions under which 
commodities are being successfully 
and profitably financed through our 
warehouse receipts. 


obtainable free, postage paid, from any of our offices, on request. 


FIELD WAREHOUSING 


MEMBER: AMERICAN WAREHOUSEMEN'S ASSOCIATION—SINCE 1916 


NEW YORK CHICAGO 
52 Wall Street One North LaSalle 
PORTLAND 


U. S. National Bank Bldg. 


HOUSTON 
Second National Bank Bldg. 


JAWRENCE WAREHOUSE (OMPANY 


A. T. GIBSON, PRESIDENT 


BUFFALO 
Liberty Bank Bldg. 


SAN FRANCISCO 


DALLAS 
Santa Fe Bidg. 


LOS ANGELES 
W. P. Story Bidg. 


HONOLULU, T. H. 
Dillingham Transportation Bldg. 


37 Drumm St. 


“CERTIFIED” ON CHECKS. . “LAWRENCE” ON WAREHOUSE RECEIPTS 


10 


BANKING 


is 
ce 
Bye 
ag 
di 
m 
EE 
pl 
Ww 
d 
t 
A 


AUGUST 


= 


1935 


Bank Pension Blueprint 


BY FRED B. BRADY 


relieve and prevent old age dependency is one of our 
present day problems. It is conceded that the number of 
men and women who are working for wages and salaries 
isincreasing, and naturally, by deduction, more incomes will 
cease when these people are no longer able to work. 

What to do with employees who have given the earning 
years of their lives in faithful service and have reached the 
age where their efficiency has been impaired is giving many 
bankers a good deal of concern. When the time comes in the 
life of an employee where he slows down production and 
stands in the way of younger ambitious employees, there are 
three courses open—to transfer him to an easier job, to 
discharge him, or to provide some form of pension or retire- 
ment plan for him. 

To transfer him is a financial loss because his wages will 
doubtless remain the same on the easier job; to discharge him 
is a painful duty and immediately confronts the bank with 
the pressure of unfavorable public opinion and a waning em- 
ployee morale. Public opinion seems to demand that a person 
who grows old in the service of any company should be cared 
for by that company and not be made a burden upon the 
community. Where this is not done, employee morale is often 
lowered because of the ties of personal friendship and the 
depressing thought of other employees that they themselves 
are approaching the age of inefficiency. 

A sound pension and retirement plan seems to be the 
answer. Employee salaries generally in the banking field 
never have been large, and this makes it important that 
some action be taken to provide a regular means of taking 
care of retirements. A pension and retirement plan removes 
anxiety and fear from the mind of the employee, enables him 
to give better service to his employer, and permits him to 
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adopt a standard of living that will not overreach his needs 
when the age of retirement comes. 

The most satisfactory pension plan for banks to adopt, in 
the opinion of the Bank Management Commission’s Com- 
mittee on Pension and Retirement Plans, is a contributory 
one wherein both the employee and employer contribute to 
building up a fund for the payment of pensions when the 
employee reaches the specified retirement age. Through the 
contributory plan it is possible to provide a pension which 
takes into consideration the number of years the employee 
has been with the bank and the salary he has earned. As a 
result it provides a retirement income commensurate with 
his previous earnings and his standard of living over a given 
period. 

In order to illustrate concretely what such a pension plan 
can do, how it does it, and what obligations and costs are in- 
volved for both employees and employers, we shall set forth, 
in the material which follows, the outlines of a pension and 
retirement plan that appeals to the committee as suitable 
for most banks. It should be understood, at the outset, that 
the details of the plan can be modified by any bank to suit its 
own particular needs. This suggested plan is expected to 
serve as the point of departure for banks interested in the 
subject, not as the last word. 

All employees who are permanently employed on full time 
and who have not attained the retirement age should be 
eligible to participate in the plan if they have been with the 
bank more than one year. New employees should become 
eligible after one year of service. 

The retirement ages generally adopted are 65 years for 
men and 60 years for women. It is possible to permit the re- 
tirement of employees before the normal retirement date, on 
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a correspondingly reduced pension, if they wish to do this; or 
to reserve to the bank the right to request an employee to 
continue in the service of the bank after he has reached re- 
tirement age. The latter provision is particularly important 
in connection with the officers of banks. 

The plan should provide for an annual retirement income 
equal to 1 per cent of the salary of the employee for each 
completed year of continuous service prior to the inaugura- 
tion of the plan. Subsequently, for each year the employee 
participates the plan should provide that he will receive an 
annual retirement income equal to 2 per cent of his salary in 
that year. 

For example, assume that an employee now age 45 has 
been with the bank 10 years prior to the inauguration of the 
plan, at a salary of $2,000 per year. Upon inauguration of the 
plan his salary is increased to $2,600 per year and remains at 
that figure for the next five years. Then it is further increased 
to $3,000 where it remains for 15 years until he reaches the 
retirement age of 65. His retirement income per year for life 
after 65 would be computed as follows: 


For service prior to inauguration of plan 

1% of $2,000 per year for 10 years........... 
For service after inauguration of plan 

2% of $2,600 per year for 5 years 

2% of $3,000 per year for 15 years 


Total annual pension 


His monthly pension would, of course, be one-twelfth of this 
total, or approximately $113.33. 

In order that the plan may not involve too great an ex- 
pense to the bank, it is wise to fix a maximum limit for the 
pensions to be paid, probably $5,000. Employees earning in 
excess of this amount would contribute on the basis of the 
maximum pension they are eligible to receive. 

In case the employee should die before he reaches retire- 
ment age, the plan should provide for the return of the 
amount of his contributions, with interest, to his wife if liv- 
ing; if not, to his children; if neither wife nor children survive 
him, then to his father or mother; and if none of these is liv- 
ing, then to his estate. 

Should he terminate his employment with the bank before 
reaching retirement age, he should have the option of: (1) 
receiving in cash his total contributions, with interest; or (2) 


Mr. Brady 


permitting his contributions to remain in the fund, and re- 
ceiving at retirement age the pension provided by the 
amount paid up to the date he withdrew from the bank’s 
employ. 

Upon reaching retirement age, the plan should provide 
that the employee may have his choice of the following forms 
of retirement income: 

1. A monthly income for life, with the provision that, 

should he die before receiving in payments the 

amount he paid in during his period of contribution, the 
balance will be paid to his beneficiary or his estate. 

2. Areduced monthly income, all or any part of which (as 

the employee elects) will continue to the employee’s de- 

pendent for life after the employee’s death. The amount of 
such reduced income will depend on the age and sex of the 
dependent, and on the proportion of the total annuity 


Schedule of employee contributions in a midwestern bank with deposits of $11,500,000 


10. Schedule 


(a) SaLary CLASSES, BENEFITS AND EMPLOYEES’ CONTRIBUTIONS 


SSSsss 


Mowrary Rats or R&TIREMENT 
Income vor 
Yaar as 

in Clase 


Monrary Contarsvutions Cass Surrenper Valve 


100 per cent. of the 
employees’ contributions 


SSssssss 


2.3% 
$200 

% 
260 
900 4 
$1,360 
ban Wacus 

Tue Banx Witt Pay THE BALANCE OF THE ENTIRE Net Cost oF THESE BENEFITS. 
12 BANKING 


Mr. Brady, who is vice-president of the Commerce 
Trust Company, Kansas City, Missouri, is Chairman 
of the Committee on Pension and Retirement Plans, 
Bank Management Commission, American Bankers 
Association. This committee was set up at the re- 
quest of the officers of the Association for the purpose 
of presenting a report at the New Orleans Conven- 
tion. Other members of the Committee are Fred W. 
Ellsworth, vice-president of the Hibernia National 
Bank, New Orleans, Lawrence W. Eley, vice-president, 
Security-First National Bank, Los Angeles, and 
Herman H. Griswold, president, First National Bank 
and Trust Company, Elmira, New York 


which is to continue to the dependent after the employee’s 
death. 


The cost of providing for that part of a pension and retire- 
ment plan which covers service prior to the inauguration of 
the plan will vary, of course, with the age of the employees 
and the length of time they have been with the bank. It will 
be highest in banks which have a large proportion of older 
employees with many years of service to their credit. This 
part of the cost is paid by the bank without any contribution 
from the employees. Usually it is too large a sum to be paid 
in one lump. Instead, it can be amortized over 10 or 20 years. 

The cost of providing for the balance of the pension plan— 
covering service to be rendered by employees in the future, 
after inauguration of the plan—is shared by employer and 
employee. It ranges, for the employer, between 3 per cent 
and 5 per cent of his total payroll, again depending on the 
age of employees and their length of service. For the em- 
ployee the contribution necessary amounts to between 3 per 
cent and 5 per cent of his salary. This latter amount is de- 
ducted monthly from the employee’s salary and turned over 
to the “administrative committee” along with the funds 
contributed by the bank. 

The “administrative committee” referred to is charged 
with looking after the retirement of employees (where there 
is a question as to whether the employee should retire prior 
to the normal age, or whether he shall be requested to con- 
tinue with the bank beyond the normal age, etc.), and in- 
vesting the funds made available by the plan. In most 
pension plans, investing the funds consists simply in paying 
them over to an insurance company which underwrites the 
plan under a group annuity contract. 

Other methods are, of course, possible. One is to place the 
funds in the hands of a trustee, selected from the bank itself. 
This trustee holds the funds accumulated until some em- 
ployee becomes eligible for retirement. At that time the 
trustee takes from the funds in his possession an amount suf- 
ficient to purchase from an insurance company the annuity 
to which the retiring employee is entitled. 

Another method is to place the funds collected under the 
plan in the hands of a trust company, authorizing it to invest 
them at its discretion, but providing for the withdrawal, 
from time to time, of the amounts necessary to purchase 
annuities for employees as they reach the retirement age. 

If the finances of any retirement plan are to be satis- 
factorily handled by a trustee or through a trust company, 
it is almost a necessity that there be set up a dependable, 
disinterested and centralized bureau or department thor- 
oughly equipped to assume an actuarial control, so they may 
know that the funds accumulated are adequate to meet the 
obligations and fulfill all the conditions of the plan. 

A pension and retirement plan such as has been outlined 


August 1935 


in the foregoing pages is adaptable to the needs of either 
large banks with several hundred employees, or small banks 
with only a few employees. The principal difference is that 
the small bank, instead of purchasing a group annuity con- 
tract will probably find it necessary to purchase individual 
annuities for its employees. Or, it may secure the benefits of 
the group annuity arrangement by joining with a number of 
other banks in the region to secure enough combined em- 
ployees to warrant an insurance company issuing a group 
annuity contract. 

Finally, it is possible to include in the plan a provision 
that if an employee becomes entitled to an annuity from a 
Government source, the amount of the pension under the 
group annuity contract will be proportionately reduced and 
the employer reimbursed. It is, therefore, not necessary to 
delay the adoption of pension plans awaiting definite action 
by the Government on the social security program. 

The advantages of a pension and retirement plan may be 
summarized as follows: 

It will give employees a sense of security. 

It will relieve the bank of the problem of what to do with 
employees who have grown old in service. 

It will exercise a splendid influence on employee morale by 
eliminating old age worries. 

It will increase the tendency for employees to continue in 
service and not be easily attracted away by temporary 
benefits. 

It will establish a depreciation account to care for obso- 
lescence in man-power. 

It will enhance the bank’s reputation in the community, 
and will affect favorably the class of men and women who 
seek employment therein. 

It is conservatively estimated that the cost to the bank 
will be compensated for by the saving in increased efficiency 
and a reduced payroll, through the elimination of superan- 
nuated employees. 

Obviously, therefore, pension plans are workable, eco- 
nomical and sound. Surely they have a place in the banking 
business of today. 


This schedule, like the one on the opposite page, ap- 

peared in a booklet issued to employees. The rates 

below are in effect in an eastern bank with deposits 
of over $475,000,000 


SUMMARY OF SCHEDULE OF FUTURE SERVICE BENEFITS 
AND EMPLOYEE CONTRIBUTIONS FOR “EFFECTIVE SALARIES” 
OF $100 AND OVER 


Monthly Rate of Retire- 
ment Income for Each Employees’ 
Effective Yearas Contributor Monthl, 
Salary in Salary Class Contribetions 


Monthly Rate 
Salary 
$ 95.01 to $105.00 
$105.01 to $115.00 
$115.01 to $125.00 
$125.01 to $135.00 
$135.01 to $145.00 
$145.01 to $155.00 
$155.01 to $165.00 
$165.01 to $175.00 
$175.01 to $185.00 
$185.01 to $195.00 
$195.01 to $205.00 
$205.01 to $215.00 
$215.01 to $225.00 
$225.01 to $235.00 
etc. to 

$2495.01 and over 


le 
e 
4 
| 
$100.00 $2.00 $ 5.00 
a 110.00 2.20 5.50 
$20.00 2.40 6.00 
; 130.00 2.60 650 
140.00 2.80 7.00 
150.00 3.00 7.50 
q 160.00 3.20 $.00 
170.00 3.40 8.50 
180.00 3.60 9.00 . 
190.00 3.80 9.50 
200.00 4.00 10.00 
210.00 4.20 10.50 
220.00 4.40 11.00 
230.00 4.60 11.50 
etc. to etc. to etc. to 
2500.00 50.00 125.00 
13 
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W. P. G. Harding became a member of 
the Reserve Board in 1914 and was its 
Governor from 1916 to 1922. From 1923 
until his death in 1930 he was Governor 
of the Federal Reserve Bank of Boston 


RONOUNCED differences of 
regarding the amend- 
ments to the Federal Reserve Act 
proposed in legislation now pending in 
Congress, and more particularly the 
acute controversy which has arisen 
with regard to the contemplated change 
in the location of the responsibility for 
the exercise of the open market author- 
ity in the Federal Reserve System, have 
sharpened interest in Federal Reserve 
history, and especially those episodes in 
its history that throw light upon the 
wisdom with which its open market 
powers have been exercised in the past. 
The greatest interest has been shown in 
the episode covering the period 1927- 
1929. Severe judgment has been passed 
by many commentators upon the poli- 
cies pursued by the Federal Reserve 
System during that interval.” 

This is the opening paragraph of a 
statement released for publication by 
Dr. A. C. Miller of the Federal Reserve 
Board on June 24, entitled “The Bank- 
ing Bill Considered in the Light of 1927- 
1929.” It is in general a defense of the 
action of the Board during those years, 
or perhaps a “plea of confession and 
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A Reserve Board 


avoidance.” The Federal Reserve Bank 
of New York was the leader, says Mr. 
Miller, in the policies of 1927 and 1929, 
though “as a straight proposition of 
law, so far as concerns the Federal 
Reserve Board, it must share the 
responsibility for any action taken by a 
Federal Reserve bank, whether mistake 
or otherwise, with respect to discount 
rates and open market policies.” It 
must approve the policy, “but it is 
clear that action originates with the 
Federal Reserve banks. The responsi- 
bility for initiative vests in them.” 

The burden of Mr. Miller’s argument 
is that if the Board had had full respon- 
sibility during those years its action 
might have been different. The state- 
ment is admirably written and well 
documented with charts, and, further- 
more, contains constructive suggestions, 
several of which are embodied in the 
latest Senate draft of the Banking Act 
of 1935. 

Mr. Miller and I were generally on 
the same side on every controversy over 
rates and open market policies during 
my 10 years of service on the Board 
until the rate controversy that began in 
February 1929, when the New York 
and several other Federal Reserve 
banks wished to increase their rates 
from 5 to 6 per cent in order to check 
speculation. I was strongly in favor of 
increasing the rates and would have 
been willing to approve 7 per cent rates 
if 6 per cent had not proved sufficient. 
Mr. Miller took the lead in opposition 
and put forward the so-called “direct 
pressure” policy first published on 
February 7, and generally regarded as a 
warning. Doubtless such an increase of 
rates would have had some effect upon 
business and the panic which ensued in 
the Fall might have been precipitated 
then. It was my belief and the belief 
of Governor Young and of Secretary 
Mellon that the risk was worth taking, 
but the majority of the Board thought 
otherwise. 

That Governor Benjamin Strong of 
the Federal Reserve Bank of New York 
was the leader in most of the policies 


adopted by the system during the 
1920’s, is, of course, true. “ Brilliant of 
mind, engaging of personality, fertile of 
resource, strong of will, ambitious of 
spirit, he had extraordinary skill jp 
impressing his views and _ purposes 
on his associates in the Federal Re. 
serve System.” The easy money policy 
adopted in the Summer of 1927 doubt: 
less originated with him, but he did not 
approve the action of the Federal 
Reserve Board in forcing a lower rate 
upon the Federal Reserve Bank of 
Chicago. On the contrary, he strongly 
disapproved the action of the Board, 
though his disapproval was of the 
method used rather than the result 
achieved. I have never been willing to 
believe that Governor Strong desired a 
uniform reduction of all rates in the 
system to 31% per cent. All but one or 
two of the Reserve bank governors had 
agreed to the easy money policy ata 
meeting in July but there was no good 
reason why all interior Federal Reserve 
banks should have reduced their rates. 
The same results, so far as the general 
money market was concerned, and so 
far as the foreign exchanges were con- 
cerned, were obtained by the reduction 
in four or five of the larger Reserve 
banks. 

Criticism of the Board’s policies of 
1927 has generally been directed not so 
much to the rate policy as to open 
market purchases of that year, but here 
I think the emphasis of the critics has 
been wrong. The open market policy, 
as Mr. Miller says, “began in May 1927 
with the purchase of U. S. Government 
securities by Federal Reserve banks 
which carried their holdings from 300 
million dollars in May to 600 million 
dollars in December. As a result of these 
operations member banks were able to 
meet gold withdrawals of 200 million 
dollars and to increase their reserve 
balances by over 100 million dollars 
without being under the necessity of in- 
creasing their borrowings from the 
Reserve banks.” 

As this statement indicates, of the 
300 million increase in the holdings of 
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Government securities, 200 million 
offset the gold withdrawals made in the 
early Fall. It was not a very large opera- 
tion, and, by November, purchases of 
Government securities ceased and the 
continuing gold withdrawals were per- 
mitted to have their natural tightening 
effect upon the money market. Early in 
1928 the System began to sell its 
securities and in the Spring and early 
Summer the rates were increased by 
half points at a time to 5 per cent. 
As Mr. Miller indicates, the policy of 
1927 was “successful in achieving its 
objectives. The tide of business reces- 
sion or depression, whichever it was, 
was arrested toward the end of the year 
1927. The production curve turned 
sharply upward and, except for a halt 
of short duration in the Spring of 1928, 
maintained a steady ascent until the 
Summer of 1929. 

“Prices of farm and related products 
showed a marked rise in the latter part 
of 1927, and in 1928 the general level of 
wholesale prices was characterized by 
relative stability. The European cur- 
rencies, notably sterling, strengthened 
and, in general, tension in the European 
financial situation was considerably 
relieved.” Many economists and others 
regarded the policy as an unqualified 
success and even as “a brilliant exploit,” 
but unfortunately it “had other effects” 
besides those which were sought and 
intended. It gave a dangerous impetus 
toan already overexpanded credit situa- 
tion, notably to the volume of credit 
used on the stock exchanges, and to a 
further “rapid upward flight of security 
prices.” 

The real question is, could the System 
have checked this speculative situation 
if it had reversed itself rapidly enough 
and with sufficient vigor? I believe it 
could have, and that appears to be the 
opinion of most bankers and econo- 
mists. The sales of Government securi- 
ties in the first half of 1928 were fairly 
drastic. About $300,000,000 had been 
purchased in 1927, but $400,000,000 
were sold in the first six months of 1928. 
Furthermore, acceptances amounting 
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Mr. Platt (left) resigned from Congress to become a member of the 

Reserve Board in 1920. He was Vice-Governor from that year until 1930. 

Roy A. Young (right) was appointed Governor of the Federal Reserve 

Bank of Minneapolis in 1919. He was Governor of the Board in Wash- 

ington from 1927 until 1930, when he became Governor of the Federal 
Reserve Bank of Boston 


to nearly $200,000,000 were allowed to scarcely in a position to lead, and as a 
run off and gold exports continued— matter of fact the leadership in the rate 
amounting to about $250,000,000. All increases of the first half of the year 
this forced the member banks to borrow was taken by Chicago and Boston. 
heavily from the Reserve banks, until W. P. G. Harding, Governor of the 
in June “‘bills discounted amounted to Boston Reserve Bank, like Governor 
$1,000,000,000 for the first time since McDougal of Chicago, had been rather 
1921.” Open market policy had been critical of the extreme features of the 
carried almost to the limit. The shelves cheap money policy of the previous 
of the System were practically bare— year, and both were advocates of a 
any further pressure to restrain specula- vigorous reverse policy. However, they 
tion and hold down the mounting vol- received no encouragement from the 
ume of brokers’ loans had to be exer- Board, three members of which were 
cised by rate increases—or possibly by nearly always inclined to resist rate 
some such “direct pressure” device as increases. 
Mr. Miller finally championed early in Records of the Board will show that 
1929. several of these increases were put 
Mr. Miller charges that the Reserve through on a vote of 4 to 3, and they 
banks which had the initiative felldown will show also that the increase to 5 
in 1928, especially in the last half of percent, approved first for the Chicago 
1928, and failed to ask for further ad- Reserve bank in July 1928, was held up 
vances in rates. However, he can hardly for several weeks because two or three 
charge this to Governor Strong, who members of the Board who favored it 
died in September and was seriously ill happened to be away on vacation. This 
for several months preceding his death. was, of course, known to the Reserve 
The New York Reserve Bank was banks, and it was obvious that if only 
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one other member were to join them 
further increases would be blocked. In 
short the Board not only offered no 
encouragement to further increases in 
the Fall of 1928, but allowed the infer- 
ence to be made that it might not ap- 
prove a further increase. It offered no 
resistance to the lowered acceptance 
rates of the Fall, which cut down sub- 
stantially for a time the direct borrow- 
ings of the member banks and permitted 
continued expansion of brokers’ loans. 

I may add that there is nothing in the 
law to prevent the Board from suggest- 
ing rate increases. It was often done 
and, as Dr. Willis relates in his book on 
The Federal Reserve System, published 
in 1923, the Board in its early days 
decided practically unanimously that 
its “power must be exerted in some 
fashion toward the initiating of dis- 
count rates.” This was done by requir- 
ing the Reserve banks to file their pro- 
posed list of rates with the Board 
weekly. This put the Board in a posi- 
tion “of having a continuing veto upon 
rates, since if a bank recommended the 
same rates it already had in effect, the 
Board by vetoing them could compel 
the bank either to suspend its discount 
business or else to file new rates. Thus 
the Board practically took to itself a 
substantially larger power than it had 
originally been granted by the framers 
of the Act.” 

This policy had been discontinued 
long before I became a member of the 
Board, but rate discussions with the 
Federal Reserve banks and with the 
Federal Advisory Council were fre- 
quent. The Board made no such sug- 
gestions for increased rates in the Fall 
of 1928. In short, it seems hardly fair to 
place the blame for failure to act during 
that period upon the Federal Reserve 
banks. They would have functioned 
better in my opinion during 1928 and 
1929 without any board. 

It is not worth while to rehearse 
further the affairs of the years 1928 and 
1929. It does not seem to me that Mr. 
Miller has proved his case, but the real 
questions are as to the future. If the 
Board is to be given further responsibil- 
ity the question is whether the sugges- 
tions made by Mr. Miller and largely 
incorporated in Senator Glass’s latest 
draft of the Banking Act of 1935 will 
accomplish the purpose of strengthen- 
ing its membership and making it suffi- 
ciently free from political or other 
pressure and enable it to function any 
more satisfactorily than in the past— 
whether, in short, it will be wise to do 
away with the checks upon open market 
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Above, Andrew W. Mellon at the time 
he became Secretary of the Treasury in 
1921, a position he held for 11 years. At 
the right, Benjamin Strong, Governor 
of the Federal Reserve Bank of New 
York from 1914 until his death in 1928 


policy, to say nothing of discounts 
which have obtained from leaving the 
initiative legally with the Federal 
Reserve banks. 

It is evidently the expectation that 
the change in name making the Federal 
Reserve Board “a board of governors” 
and depriving the managers of the 
Federal Reserve banks of the title of 
“governor” is intended to humiliate 
the banks and enhance the prestige 
of the Board. This seems rather puerile 
and runs contrary to European prece- 
dent, though just why the title “gov- 
ernor” should be regarded as higher 
than that of president” it is a little hard 
to see. It seems to hark back to the 
early days of the Republic when 
Governor John Hancock of Massachu- 
setts refused precedence to the Presi- 
dent of the United States. 

The safeguards incorporated in the 
Banking Act of 1935 with relation to 
the appointment of members of the 
Board, their salaries and the provision 
for their retirement are good, but they 
do not constitute inducements likely to 
attract a class of supermen. Certainly 


they would not be likely to attract 


leading bankers from the leading cities, 
if that is the expectation, nor would 


THOMPSOK 


they prevent the appointment to the 
Federal Reserve Board of persons ob- 
sessed with the idea that the Board 
should “regulate the value of money” 
in the sense of regulating prices. The 
Board already contains one man, in the 
person of Governor Eccles, who has 
expressed agreement with this theory. 
If the monetary magicians should ob- 
tain control at some future period the 
country would certainly wish for the 
retention of every check that could be 
exerted by preserving as much as possi- 
ble of the independence of the Reserve 
banks. 

Ata rather early period in the history 
of the Federal Reserve Board there was 
a rough division among the members 
on the question of increasing the author- 
ity of the (CoNTINUED ON PAGE 7/) 
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Amortization of Bond Premiums 


By J. W. MILLER 


are purchasing today for their 

investment portfolios are being 
bought at a premium and, in many 
instances, above their call prices. This 
creates an accounting problem quite 
new to banks. It is obvious that some 
provision should be made whereby 
sufficient reserves will be set aside to 
meet this reduction in premium as the 
bonds mature or are called. The bank 
which does not employ some method of 
amortization of premium will find itself 
with bond book-values that are gradu- 
ally getting out of line with the actual 
market because of nearing maturity or 
call dates. And, eventually, as these 
bonds mature or are called, it will be- 
come necessary for the bank to charge 
up losses against one earning period’s 
profits which should have been allocated 
over the time the securities were held. 
One can readily see how this might cause 
trouble. 

There is, however, a simple and 
practical method of accounting whereby 
sufficient reserves can be built up to 
absorb this reduction of premium as it 
accrues. 

The premium paid in purchasing 
securities is set up on the bank’s books 
separately from the bond account. 
This new account may be titled “ Pre- 
mium on Bonds.” There should be as 
many “Premium” classifications as 
there are bond classifications. To illus- 
trate, if there is a purchase of $10,000 
worth of securities at 102, the proper 
bond account will be charged with 
$10,000 and the corresponding premium 
account $200. 

The reserves created to absorb the 
premium are built up through the 
debiting of an expense account entitled 
“Amortization of Premium on Bonds.” 
At first thought it would probably seem 
that the simplest method would be to 
charge the “Bond Interest” income ac- 
count. While it is true that in purchasing 
bonds at a premium it is expected to 
absorb the premium from the interest 
received, this amortization is not per- 
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Above is shown the amortization of the premium paid on $50,000 of 

Federal Intermediate Credit Bank 214’s due August 15, 1934, which 

were purchased on March 17, 1934. Figures starred (*) appear in red 
on the ledger 


mitted in the preparation of papers for 
Federal income tax purposes. The profit 
or loss as determined for income tax is 
based on the actual purchasing price. 
However, in compiling the bank’s in- 
come and expense statement, this amor- 
tization account should not be listed 
with the expenses but should be shown 
as a deduction from “Interest Income 
from Bonds.” 

Ledger cards should be set up for 
each security purchased at a premium. 
It is possible to carry this additional 
record on the security card or ledger 
sheet. Accruals can be figured on a daily 
basis where the interest received from 
bonds is accounted for in a like manner. 
When an accrual set-up is used, control 
cards should be prepared for each classi- 
fication. They should be a composite 
picture of the individual group cards. 

In the illustration is shown the amor- 
tization of the premium paid on $50,000 
Federal Intermediate Credit Bank 
2%4’s due August 15, 1934, which were 
purchased on March 17, 1934. The fig- 
ure immediately to the left of “3-17- 
34” represents the number of days be- 
tween the date of purchase and the 
maturity date (in instances where the 
securities are subject to call the number 
of days should be figured to the callable 
date). The daily accrual figure is arrived 
at by dividing the amount of premium 
paid by this number of days. The “ac- 
crued to reserve” column is extended 
only when it is necessary to prove the 
reserve set aside on the individual cards 
with the general ledger account and to 
determine the book value (premium less 


reserve accrued) of the various securi- 
ties included in the investment account. 
This particular illustration shows this 
being done on the last day of each 
month, because it is common practice 
in most institutions to report monthly 
the standing of their investments to the 
board of directors or some committee. 

It can be seen that on the date these 
bonds matured there was accumulated 
in the reserve account an amount equal 
to the premium paid. If this reserve had 
not been provided, there would neces- 
sarily have been a charge-up of loss 
equal to the amount of the premium 
paid when the bonds were paid at par 
on the maturity date. However, the 
premium should be included as a loss in 
reporting for Federal income tax. 

It is advisable to separate the profit 
attributable to the amortization of pre- 
mium from that which is based on the 
actual purchasing price of the securities. 
The main reason for doing this is to 
simplify the compilation of Federal in- 
come tax reports in which the amortiza- 
tion of premium is not accounted for. 

Although the illustration shown is 
on a daily accrual basis, it is not difficult 
to work out a set-up which will conform 
with the accounting methods used in 
any institution. One method, if a bank’s 
books are on a cash basis, is to set up 
the amortization reserve on the dates the 
different interest coupons are credited. 

While the method of amortization 
suggested here is not perfectly correct 
from a mathematical viewpoint, its sim- 
plicity of operation will more than offset 
any objection on that account. 
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State Bank 
Earnings and Expenses 


This is the concluding article in a series based on figures compiled 
by the Committee on State Bank Research of the State Bank 
Division, American Bankers Association. Preceding articles, pub- 
lished in the May and June issues of BANKING, dealt mainly with 
the resources and liabilities of state banks. This article is con- 
cerned with certain additional figures, and the conclusions and 


lessons to be drawn. 


E acid test of bank management 
is its ability to earn. Growth of 
deposits, expansion of facilities, 

improved systems—these may be ac- 
complishments the banker can point to 
with some degree of pride. But first of 
all, the bank must make a reasonable 
profit if it expects to justify its ex- 
istence. 

On pages 20 and 21 are presented 
earnings and expenses for the state 
banks doing a commercial banking 
business in 35 of the 48 states. These 
were supplied by the banking depart- 
ments of the various states which coop- 
erated with the Committee on State 
Bank Research in gathering such facts. 

In order to place these figures on a 
comparable and more easily under- 
standable basis we have reduced them 
to dollars per $100 of invested funds, 
rather than publishing the absolute 
amounts. The latter vary considerably 
from state to state. Invested funds, in 
the sense used in this computation, 
consist of loans, discounts, investments 
and overdrafts. 

The first fact that stands out from 
this comparison is that in every one of 
the 35 states, the state banks as a whole 
managed to keep expenses within in- 
come and to report some net earnings 
from operations. Had it been possible to 
keep net write-offs on loans, invest- 
ments, etc., down to the maximum fig- 
ure reported for the member banks of 
“the Federal Reserve System in any year 
from 1923 to 1929 inclusive (90 cents), 
every state would also have shown some 
net profit. Despite the fact that write- 
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offs in 1934 were substantially larger 
than normal, 11 of the 35 states man- 
aged to report net profits after charge- 
offs. 

At first sight it appears that ,the 
losses on loans were heavier than on in- 
vestments—as, in fact, they were in 
total amount. But a comparison of the 
percentage of losses on loans with the 
percentage of losses on investments re- 
veals that the latter is the larger figure 
in the majority of states. The reason 
that total losses on loans are so much 
larger than on investments is that, in 
most states, the state banks have 
placed more of their funds in loans and 
discounts than in investments. 

Obviously, the first conclusion gained 
from these figures is that losses must be 
reduced. To accomplish this we must 
pursue better lending and investment 
policies and this undoubtedly is the 
crying need of the state banks today. 

What constitutes good lending and 
investment policies? The principles are 
the same as they have always been. 
They do not change, no matter how 
much the conditions under which banks 
operate may change. It will not be pos- 
sible to go over them in great detail in 
this article, but certain facts may well 
be emphasized. 

First of all, good loans and invest- 
ments cannot be made except upon the 
basis of complete and accurate informa- 
tion. There must be some man, or men, 
on the staff of every bank, large or 
small, whose definite responsibility it is 
to secure proper information before any 
loan or investment is made. It should be 
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someone with an analytical type of 
mind who will study facts and figures, } 
and with courage and independence 
enough to judge a loan application or 
a security solely on its merits regard. 
less of friendship for the loan applicant 
or the geniality of the securities sales. 
man. 

The bank should require a financial 
statement for every loan, even the 
smallest. Simplified forms for such 
statements, applicable even to the 
salaried man who applies for a personal 
loan, have been worked out by some 
banks. It may be objected that the time 
required to secure and analyze sucha 
statement for a small loan is out of all 
proportion to the possible earnings from 
that loan. This may be true. In reply, 
we argue that the time thus spent is con- 
siderably less than is required to collect 
the loan if it goes sour. The requirement 
of a financial statement will eliminate 
many losses by the simple expedient of 
preventing the making of a number of 
loans which would later result in losses. 

The lending officer should be charged, 
not only with seeing that loans are 
soundly made in the first place, but also 
that they are kept sound by requiring 
the borrower to make his payments as 
agreed upon. Many once-good loans be- 
came bad through nothing more than 
neglect to collect on them when collec- 
tions should be made. 

With investments, as with loans, the 
time to investigate them is before they 
are purchased. If the bank has not on 
its staff a man who has made some 
study of the subject of investments, it 
should establish a connection with one 
of the larger correspondent banks 
which offer such service and in which it 
has confidence. Under no circumstances 
should it follow the practice (unfor- 
tunately once so prevalent) of buying 
securities, or making changes in invest- 
ments held, on the advice of a salesman 
of a house engaged in selling securities. 
What may be a good “switch” for the 
bond house is often a poor “switch” 
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Ratios of loans and discounts to deposits in state banks as of December 31, 1934. 


for the bank. The ideal to aim at is the 
basing of investments on known facts 
and careful analysis, rather than hear- 
say. Even then it is necessary to have 
investments reviewed periodically to 
make sure that they have not deterio- 
rated in quality. 

Finally, it is our opinion that every 
bank would do well to be guided by the 
general rule that it should not invest 
more than 50 per cent of its deposits in 
loans of a purely local nature. The bal- 
ance should be kept in primary or 
secondary reserves. This, of course, goes 
contrary to the widely held idea that 
each bank has a duty to “help develop 
its community.” No idea could be more 
pernicious in banking. The bank has a 
duty to the community, to be sure, but 
that duty is to keep the funds of its 
depositors safe and liquid, so that they 
can be repaid when the depositors want 
their money. Anything which interferes 
with this primary duty of the bank to 
its depositors is not good banking. 

Often the business of a community is 
dependent upon one or two industries 
or agricultural products. When these go 
bad, bank loans go bad, and if the bank 
has too large a part of its deposits 
loaned in the community its losses may 
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Mutual savings banks are excluded 


soon become more than it can stand. 
Diversification is as essential in making 
loans as it is in making investments. 

In limiting the amount which they 
will lend locally, banks will do well to 
be careful of the amount they lend on 
real estate. This is not to say that real 
estate does not need financing. It is an 
argument that real estate financing, 
involving as it does long term loans 
which are generally unliquid, is not a 
proper investment for any considerable 
proportion of depositors’ funds which, 
in spite of deposit guaranty, are repay- 
able on demand or on short notice. Real 
estate financing should be left to insti- 
tutions which have funds to invest for 
longer periods. 

Our tabulation of earnings and ex- 
penses reveals, secondly, that it is not 
necessary for banks to go into high- 
yield securities or loans in order to earn 
profits. Of the 11 states which reported 
net profits for the year 1934, only one 
(Oklahoma) showed an income from 
“interest earned” which was more than 
1 per cent above the average. On the 
other hand, five of the states showing 
profits reported “interest earned” be- 
low the average. 

The trouble with high-yield securities 


and loans is not the high yield itself. 
That would be desirable if it could be 
secured with safety. But it is all too 
frequently an evidence of poor quality. 

The search for high yields almost in- 
variably results from banks’ bidding too 
high for business, from buying deposits 
by paying too much interest on them. 
In order to cover the added cost they 
feel obligated to get a high rate of return 
when they invest those deposits. They 
are tempted to go into second rate loans 
and investments in order to increase the 
aggregate income from the funds thus 
secured. 

This is attacking the problem from 
the wrong side. Instead of lowering the 
quality of their loans and investments 
the state banks must, if they are to 
remain sound, lower the interest rate 
they pay on deposits. This is plainly 
evident from the figures which we have 
collected. The banks that showed 
profits were not those which secured the 
largest gross as “interest received,” 
but instead those which exercised a 
careful control over their expenses— 
notably the item of “interest paid on 
deposits.”’ This can be verified by refer- 
ence to the figures for Massachusetts, 
Nevada, (CONTINUED ON PAGE 64) 
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Earnings and Expenses of State-Chartered Commercial Banks (1934) 


(Expressed in dollars per $100 of invested funds) 


GROSS EARNINGS EXPENSES 


Interest Service Interest Paid Salaries 
Earned Charges Deposits | Borrowed Money | and Wages 


Alabama : 1. 
Arizona* 


Delaware 
Florida 
Georgia 


Kentucky* 
Louisiana* 


Maryland* 


Massachusetts............... 
Minnesota.................. 
Mississippi 

Missouri 

Montana 


Nebraska*.................. 


New Hampshire (15)......... 
New Jersey* 

New Mexico 

New York* 


Pennsylvania*............... 


Rhode Island (16) 
South Carolina.............. 
South Dakota* 


Tennessee* 
Texas (18) 


Vermont* 
Virginia* 
Washington 
West Virginia 
Wisconsin 
Wyoming 


REI 
serv! 
clud 
mon 
E 
01 06 1.7 
4.43 2.07 6.50 15 1 84 
California...................](1) 5.30 pes 1.01 6.31 2.30 .03 14 ££ 
Colorado..................... 5.76 45 1.45 7.66 1.29 04 2.59 
Connecticut (17)............. 4.58 .20 1.48 6.26 1.38 04 1.60 
4,45 10 5.44 91 01 1.14 
6,23 2.94 9.89 1.51 .09 3.00 
4.70 69 1.30 6.69 1.28 16 1.66 
Idaho.......................| 4.98 32 87 6.17 1.09 16 
3.60 1.75 5.35 85 06 14 
Towa... 4.74 1.38 6.12 1.87 149 § 
5.66 1.61 7.27 1.37 .10 2.47 
Maine......................) 5.08 06 1.02 6.13 2.00 17 1.09 
4.94 17 1.20 5.31 94 03 1.59 
8) 3.52 _ 1.00 4.52 1.14 04 1.03 
5.20 28 1.61 7.09 1.95 02 1.98 
5.22 19 1.19 6.60 1.44 10 1.68 
4.04 15 1.40 5.59 84 22 1.43 
5.07 24 1.18 6.49 1.53 a 1.83 
4.92 53 80 6.25 1.06 03 1.88 
(9) 4.46 36 70 5.52 13 13 (10) 2.38 
5.98 a 2.04 8.02 1.21 09 2.43 
North Carolina.............. 3.86 .46 .64 4.96 .89 .02 1.27 
North Dakota...............] 4.53 1.07 3.03 8.63 1.70 24 2.79 
Ohio........................ 5.25 15 1.09 6.49 2.06 33 1.46 
Oklahoma..................] 8.01 65 85 9.51 1.45 06 3.02 
4.20 39 44 5.03 1.24 07 1.73 
5.26 12 75 6.13 2.11 04 6 
2.64 25 1.42 4.31 67 1.13 
Utah.......................4 5.03 16 1.06 6.25 1.72 04 1.45 
4.82 1.67 6.49 |(14)1.51 1.80 
4,42 1.69 6.11 1.68 1.24 
15 .80 5.47 1.87 06 1.40 
.84 7.13 1.87 .07 2.16 
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REFERENCES: 1, Figures on all banks under state supervision. 2. Includes depreciation. 3. Includes losses on investments. 4. Includes “other losses”. 5. Includes 

ice charges. 6. Includes all other earnings. 7. Includes depreciation on real estate, bank building, furniture and fixtures, etc. 8. Includes service charges. 9. In- 
cludes dividends on stocks. 10. Includes directors fees. 11. Includes losses on investments and reductions of book values. 12. Includes book values marked up, 
rofits on sales of securities and amounts transferred from reserves. 13. Includes assessments and contributions of directors. 14. Includes interest paid on borrowed 
Say. 15. For year ended June 30, 1934, and for commercial banks only. 16. Not including two of the largest commercial banks and two other banks. 17. Covers 67 
69 banks. 18. Covers 344 of 460 banks. * No report. Jialics — Net loss. 
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Net 

Profits 

Taxes Other on Loans | Other 

1.33 4.34 1.20 1.67 1.87 SA 13 
At 1.31 4.67 1.83 2.66 2.37 5.03 “(54 | 2.66 
25 1.03 5.05 1.26 1.65 1.77 (2) .96 4.38 1.30 | 1.82 
"27 1.74 6.38 1.28 3.23 1.91 - 5.14 2.50 | 1.36 

| 36 90 4.28 1.98 1.88 71 Al 3.00 30 72 
oy 77 3.10 2.34 95 1.74 37 3.06 38 34 
54 2.20 7.34 2.55 | (3)3.81 3.81 31 05 
62 1.17 4.89 1.80 1.93 | (4) .68 - 2.61 91 10 
15 1.46 4.38 1.79 84 1.35 37 2.76 1.16 19 
32 90 3.56 1.79 2.39 1.06 54 3.99 59 1.61 

1.04 4.62 1.50 1.44 46 63 2.53 30 | 
63 1.08 5.65 1.62 2.61 61 (7) .88 4.10 62 1.86 
1.50 5.02 1.11 87 56 1.43 “ul | 
25 89 3.70 1.61 70 69 42 1 25 05 
6 83 3.30 1.22 91 83 54 8 26 80 
34 1.41 5.70 1.39 82 82 _ 4 45 20 
62 1.43 5.27 1.33 2.10 69 | (2) .62 1 23 1.35 
30 1.14 3.93 1.66 2.88 44 30 | 1.36 
352 1.34 5.22 1.27 3.91 1.67 _ 58 88 | 3.43 
50 1.02 4.49 1.76 1.26 43 1.39 03 "40 
34 66 3.64 1.88 |(11) 3.68 3.68 |(12).74 | 1.06 
48 2.02 6.23 1.79 4.98 48 1.21 6.67 13 | 4.13 
18 1.06 3.42 1.54 98 13 - 1.11 64 1.07 
38 2.43 7.54 1.09 1.17 51 7 1.68 | (13) .75 16 
38 93 5.16 1.33 2.68 1.48 1.18 5.34 25 | 3.76 
25 2.12 6.90 2.61 1.48 1.03 _ 2.51 97 1.07 
16 87 4.07 96 3.67 2.71 6.38 57 | 4.85 
35 73 4.19 1.94 40 32 72 004} 1.22 
24 1.00 3.06 1.25 38 56 94 55 
46 1.40 4.37 1.29 1.54 "33 1.87 "25 
37 1.02 4.60 1.65 2.17 1.76 - 3.93 1.23 | 1.05 
20 1.59 5.10 1.39 | (3)3.33 ses _ 3.33 1.01 93 
35 84 4.22 1.89 1.18 1.10 2.28 26 13 
12 1.07 4.52 95 1.56 1.08 26 2.90 1.24 71 
42 1.58 6.10 1.03 5.01 1.95 _ 6.96 1.70 | 4.23 
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__LIFE INSURANCE COMPANIES 


The Assignment 


__LIFE INSURANCE POLICY HOLDERS 
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ITH the drop in lending rates 

\\) asked by financial institutions, 

there has come an increased de- 
mand for borrowing on life insurance 
policies. Most insurance companies 
charge 6 per cent on loans made to their 
policyholders, whereas banks, because 
of the prevailing easy money conditions, 
will now lend at cheaper rates. Loans 
with insurance policies as security have, 
consequently, sprung into prominence. 
When put into such form as to insure 
the liquidity and attachability of the 
securing collateral, they are most de- 
sirable. The banker has only to obtain, 
by means of an assignment, “title” to 
the cash value and rights contained in 
the policy, take an ordinary collateral 
note (short term ones are advisable in 
view of the impermanence of prevailing 
rates), and he has an excellent loan 
which will yield him 4 per cent or what- 
ever he agrees to charge. 

But he must be extremely careful to 
see that what he takes as security is 
“liquid and attachable”—else he may 
find himself with worthless collateral. 
Life insurance policies are vastly dif- 
ferent from other forms of collateral. 
They are not simple promises to pay, 
like bonds or notes, nor certificates of 
ownership like stocks—they are elabo- 
rate contracts involving a multitude of 
rights, privileges and duties. Their 
worth is dependent upon the fulfilment 
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of agreements on the part of the insured 
during his lifetime and upon the fulfil- 
ment of others by the insurance com- 
pany at his death. The type of the con- 
tract and the assurance that its terms 
will be carried out are, therefore, all- 
important in evaluating these instru- 
ments as security. 

Fortunately, in the majority of cases 
and in those with which we are chiefly 
concerned here, commercial banks lend 
against the existing cash values of life 
insurance policies and, consequently, 
can devote less study to the insured’s 
ability to keep up his premium pay- 
ments and to the insurance company’s 
financial soundness and capacity to pay 
at death than if they were lending 
against the death values of the policies 
alone. The latter factors, however, 
should not be ignored. In the usual case 
the bank lends the insured an amount 
equal to the cash value of his policy at 
the time. To assure itself of repayment, 
however, it must obtain “title” to that 
cash value. This is done by securing an 
assignment of the policy. But there are 
nearly as many different types of as- 
signments as there are insurance com- 
panies and almost as many different 
methods which may be followed in pro- 
curing them. Much study should be 
given to both—for the use of an insuf- 
ficient assignment or an improper course 
of beneficiary designation may destroy 
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the value of the policy as security to the 
lender. 
Most insurance companies have two 
general types of assignments which they 
urge policyholders to use when borrow- 
ing; any other type they will record but 
will not guarantee as to form or effec- 
tiveness. (The law of the place where 
the assignment is completed, however, 
will ordinarily govern its effectiveness— 
unless the policy itself provides other- 
wise.) The two general types referred 
to are the “collateral assignment” and 
the “absolute assignment”. The former 
usually “transfers” the policy to the 
assignee and instructs the insurance 
company to pay the assignee “as its in- 
terest may appear” when the policy con- 
tract matures as a death claim. The ob- 
jections to this type are, first, that it is 
sometimes difficult to prove the “in- 
terest”’ of the assignee at the time of the 
insured’s death, which difficulty invari- 
ably results in delay and dispute, and, 
second, that during the life of the in- 
sured the assignment is generally worth- 
less because seldom does it give the 
assignee the right to borrow on or sur- 
render the policy for its cash value. 
The “absolute assignment’’, on the 
other hand, “for value received, assigns 
and transfers all right, title and inter- 
est” in the policy to the assignee. If the 
insured possesses the right to borrow on 
or to surrender his policy at the time the 
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of Life Insurance Policies 


MR. JAMERSON says that “‘life insurance policies are vastly differ- 
ent from other forms of collateral. . . . Their worth is dependent 
upon the fulfilment of agreements on the part of the insured dur- 
ing his lifetime and upon the fulfilment of others by the insur- 


ance company at his death.” 


The great extent of the life insurance business in this country 
is shown by the two charts at the left. The number of legal reserve 
life insurance companies is taken from statistics in the Spectator 
Yearbook. The number of life insurance policyholders in legal 
reserve companies is an estimate by the Association of Life 


Insurance Presidents. 


assignment is made—and it is important 
to check these points—the transfer of 
all such rights should give the assignee 
power to reimburse itself from the cash 
value at any time. Sometimes, how- 
ever, the absolute form makes no men- 
tion of these rights and, to make assur- 
ance doubly sure, many banks require 
the insured to execute an additional 
assignment form printed by them which 
states, among other things, that, al- 
though the policy has been transferred 
to it by assignment, the assignment 
does not fully express the purposes for 
which it was made and that, therefore, 
it is further agreed that when at any 
time the assignor is in default, the bank 
shall have the right on its signature 
alone to borrow on the policy or to sur- 
render it for its cash value; that the 
bank shall receive and apply the pro- 
ceeds against the indebtedness and pay 
over any balance remaining to the party 
who would have been entitled to receive 
the proceeds from the insurance com- 
pany had the assignment not been 
executed; and that no party interested 
in the policy shall have the right to be 
subrogated to the rights of the bank in 
any other collateral. 

Fully as important as the type of 
assignment are the matters of bene- 
ficiary designation and other collateral 
held by the lender at the time the policy 
assignment is made. Usually the in- 
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surance is only part of the collateral 
held, having been taken to insure an 
extra margin of safety or greater liquid- 
ity after other collateral, taken earlier, 
has depreciated. When such is the case 
and the wife of the insured or some in- 
dividual is designated as beneficiary in 
the policy, the interest of the bene- 
ficiary as well as the rights of the in- 
sured should be transferred to the 
assignee for, upon the death of the in- 
sured, the interest of the beneficiary will 
ripen into a “vested” right to the in- 
surance proceeds and that person may 
be able to require the creditor to resort 
to other collateral before the insurance. 
One means of avoiding this situation 
is to require the beneficiary to join in 
the assignment, thereby making his 
rights in the policy subject to those of 
the assignee. Even then, however, he is 
entitled to be subrogated to the other 
collateral held by the assignee. When it 
is desired to circumvent this, particular 
care should be taken to see that the 
special bank assignment form men- 
tioned above should also be signed by 
both beneficiary and insured. However, 
when circumstances will permit its use, 
the best and simplest method, whether 
or not collateral other than the insur- 
ance exists, is to divest the beneficiary 
of all interest by having the insured 
make the policy payable to his “estate” 
before executing the assignment. 


Some borrowers object to the use of 
this last method because, if death occurs 
before the assignment has been released 
and the beneficiary designation changed 
back to some named individual, all resi- 
due funds over and above the amount of 
the debt must be paid to the general 
estate of the assignor. When such is the 
case, these remaining funds are divested 
of the $40,000 Federal estate tax insur- 
ance exemption and are subject to the 
claims of creditors. From a practical 
standpoint, however, these are not very 
real objections. Few men who have been 
forced to resort to borrowing on their 
insurance will leave net estates of much 
more than $50,000 even with their in- 
surance funds included. The general 
estate exemption covers this, and any 
excess is assessable at rather low rates 
so that, in reality, the additional tax 
costs are of little consequence. As for 
the payments of just debts, not many 
men wish to evade these. 

With some insurance companies these 
two objections can be removed for, even 
after the execution of an absolute as- 
signment, they will permit the insured 
to designate a beneficiary to receive any 
residue funds remaining after the satis- 
faction of the debt. The correctness of 
such a procedure is subject to much 
theoretical and legal dispute. Its ad- 
vocates justify their stand on the 
grounds that it protects the insured’s 
wishes, that every assignment, absolute 
or otherwise, made to an institution 
serving the public, is in reality only 
collateral in essence, and that, where 
such is the case, the assignee has no 
right to funds in excess of the debt and 
the assignor should, therefore, have the 
privilege of directing to whom such 
excess funds should be paid. Its op- 
ponents base their denunciation of it on 
its failure to adhere to the letter of the 
legal interpretation of absolute assign- 
ments. The merits of these two view- 
points cannot be discussed here; suffice 
it to say that whenever possible a 
beneficiary for the remainder funds 
should be named. 

One or two insurance companies, 
after extensive legal and practical study, 
have developed what seems to be a real 
solution to this problem in the form of 
what may (CONTINUED ON PAGE 72) 
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Loans to Small Industries 


E manufacturer whose business 
volume is not large compared with 
that of some of our great American 

industries is frequently referred to as 
“the little fellow.” Undoubtedly there 
must be some resentment at this char- 
acterization. For if the truth be known, 
he is not really a “little fellow,” either 
in his own eyes or the eyes of the nation. 
Group all the small manufacturers to- 
gether and you have an industrial insti- 
tution more vast, more important to the 
nation than any single enterprise extant 
or ever dreamed of. 

The basic characteristic of the small 
manufacturer is the unity, the single- 
ness of his enterprise. No far-reaching 
outposts, no remote points of control, 
no subsidiary fringe divide his atten- 
tion from the main task. One man—or 
a very small group of men with a strong 
leader—usually has created the en- 
terprise and is to be found today 
in full control of its destinies. Such 
men are intent on producing goods— 
goods of a quality people are willing to 
buy and at a price people are willing to 


y. 

The very fact that such a small group 
can successfully engage in the manu- 
facture of a product indicates that it is 
not basically a mass production item, 
even though it be used in every house- 
hold in the land. It would be hard for 
a small enterprise to manufacture and 
sell many of the products we know 
today, both in consumer and in pro- 
ducer goods—automobiles, for instance, 
and steel, meats, plate glass, copper, 
sugar. These are basics, requiring re- 
sources of gigantic proportions for their 
economical production. But it does not 
require vast capital and vast corporate 
structure to make and _ successfully 
market a patented airplane propeller, 
cotton working gloves, an electric con- 
trol switch or garage door hardware, at 
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By LAURANCE ARMOUR 


President of the American National 
Bank and Trust Company of Chicago 


a substantial profit to the maker and 
the distributor. 

Therefore, the so-called small manu- 
facturer does not of necessity have to 
grow to huge proportions in order to 
survive. There may come opportunity 
for expansion by the addition of prod- 
ucts to his line, or by acquiring distri- 
bution formerly enjoyed exclusively by 
others. But largeness in the sense of 
controlling raw materials or setting up 
factory-owned sales outlets is not a part 
of the small manufacturer’s destiny. 


SMALL, PROFITABLE ACCOUNTS 


IT would be unreasonable, therefore, 
for a bank to solicit his account be- 
cause it hopes he will grow into a vast 
enterprise. Hope there should be for 
growth, but the small manufacturer, as 
a bank customer, must come in at the 
outset as a sound organization on a 
basis profitable to the bank. Under 
modern day banking the large account 
is no longer expected to earn enough to 
carry the small account, and small ac- 
counts now render a profit by them- 
selves, through a generally improved 
basis of charging for services rendered. 
There is no need to consider the small 
manufacturer as a bank customer 
wholly from the point of view of his 
future growth and expansion. 
Therefore, important and necessary 
as big business is, the small manufac- 
turers collectively employ many more 
workers than the huge corporations, 
and are the economic backbone of the 
American industrial community. They, 
therefore, share with agriculturists the 
function of nourishing the very nation 
itself. Looking at this phenomenon from 
the point of view of its financial require- 
ments, it becomes clear that the bank 
can well consider the small manufacturer 
a sound outlet in the business of keep- 
ing money at work. His name is legion; 


he is generally, by the very nature of his 
operations, competent, industrious, 
cautious, alert. His corporate entity is 
free of complications, financial and 
otherwise. He performs a vital economic 
function—the transformation of raw 
materials into usable goods. He is en- 
gaged in many different lines of en- 
deavor. With a score of his fellows as 
customers, the bank’s risk as to the 
survival of any one type of product 
demand is subdivided 20 times—a form 
of insurance the casualty companies 
have long cultivated. 

Because the small manufacturer’s in- 
dividual initiative may be appraised, 
product analyzed, and market scru- 
tinized with considerably more cer- 
tainty than the same items in a large 
corporation’s structure, the bank can 
take advantage of the fact when it be- 
gins turning over stones looking for 
reasons why an account is desirable or 
undesirable, profitable or unprofitable. 
The typical small manufacturer usually 
has a simple balance sheet. The signifi- 
cance and worth of its items are read- 
ily analyzed, as a rule. But because net 
worth is so closely allied with the actual 
operation of the business, the balance 
sheet is more frequently than not merely 
preliminary to the actual appraisal of 
worth to the bank. 

We have often heard of a small manu- 
facturer’s “growing pains.” It is to be 
suspected that the trouble, frequently, 
is inadequate or ill-conceived financing. 
It may take the form of too much, of 
more often too little, invested capital. 
Certainly, it frequently amounts to too 
small a working capital. But it is also 
true that it may be too much business, 
paradoxical as that may seem. For be- 
yond a certain business volume, in 
scores upon scores of small manufactur- 
ing plants, it has been found much 
sounder practice to turn the business 
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down than to attempt to digest it at 
the cost of destroying a productive 
apparatus of fixed limitations—limita- 
tions imposed by type of product, 
processes, distribution, markets. 

In times of stress, the small manu- 
facturer is in a position, generally, to 
outdo any other corporate enterprise in 
the world in the matter of curtailing 
operations and reducing overhead. Hav- 
ing started in a small way, and never 
having had to expand his facilities—or 
at least only in moderate fashion—he 
has not had to reduce his operations, 
and so is able to make an orderly 
economic retreat. 

Banks are in a position to increase 
their business greatly—and profitably 
—by studying the small manufacturer 
and giving him the financial service he 
needs without setting up any extensive 
machinery to handle it. Find the manu- 
facturer whose product is acceptable to 
its market. Study his history for evi- 
dences of ingenuity, of sound business 
judgment, and of ability to shrink to 
depression levels without collapse. Scan 
the condition of physical equipment 
with a view to determining its ability 
to produce goods economically. Ascer- 
tain his probable requirements in the 
way of working capital and inventory, 
based upon a study of his operations 
and his markets. Collate this informa- 
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tion, and it will divulge the precise risk 
involved in giving that manufacturer 
the financial service he needs. And what 
is more, it will divulge how little the 
bank’s handling costs will be. 
Consider, too, the volume of business 
available for the trust department in 
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acting as fiduciary where a manufactur- 
ing enterprise is family-owned, or 
owned by a small group upon whose in- 
dividual survival the success of the en- 
terprise largely depends. Here the trust 
department, acting as executor under a 
will or as a trustee for the estate or the 
insurance of the head of the business, 
can serve not only to protect heirs 
against losses in liquidation or in suc- 
ceeding to ownership. It can help to 
perpetuate the enterprise itself through 
wise counsel and guidance and thus 
assists the commercial department of 
the bank to continue its profitable rela- 


.tions with what is still a going concern. 


What has been said here of the “small 
manufacturer’? may be said, in part, 
of the small retailer or distributor. But 
his is an entirely different business. A 
wholly different pattern must be cut to 
fit him. The appraisal of his value as a 
customer must be done under a wholly 
different set of rules, and very probably 
by a wholly different person in the bank. 
Yet he, too, has the characteristics of 
unity and singleness of enterprise. Like 
the small manufacturer, the retailer or 
distributor of goods, multiplied as a 
bank customer many times, provides a 
sound and profitable volume of com- 
mercial business where administrative 
and service costs are as low as in nearly 
any other type of account. 
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A Preface to Recovery 


ceding the Spring of 1933 the 

chief problem before the bankers 
of the United States was the mainte- 
nance of solvency in the face of a defla- 
tion spiral unprecedented in the history 
of the country. With the closing of the 
banks and the weeding out of the un- 
sound institutions from the sound, that 
problem came to an end; but the bank- 
ing crisis in turn left the bankers with 
two new problems to face. One of these 
was the problem of earning a living in 
the face of a combination of depressed 
business activity and abnormally easy 
money; the other was the collateral 
problem of repairing public relations, se- 
verely wrenched by the financial and 
political events of 1933. 

BANKING has discussed on numerous 
occasions in recent months the progress 
that has been made in the direction of 
restoring the depleted earnings of the 
nation’s banks. But another highly im- 
portant question is that of contempora- 
neous changes in public relations. Have 
the latter improved—and if so, in what 
measure? To the extent that they have 
improved—assuming that there has 
been some change for the better—what 
have been the reasons? And, finally, in 
what direction must the banking com- 
munity look if it is to seek a return of 
that public confidence, friendliness and 
esteem for the banking profession which, 
prior to the events which began in the 
late 20’s and culminated in the finan- 
cial collapse of 1933, were accepted as 
an integral part of the American social 
pattern? 

The outstanding conclusion of a sur- 
vey completed by BANKING may be 
summed up in a single sentence. It is 
that, if the bankers themselves are com- 
petent judges of the situation, there has 
been a genuine nation-wide improve- 
ment in the last few months in the atti- 
tude of the public toward its banking 
institutions. 

The poll was taken through clearing- 
houses in every state, and a large per- 
centage of the counties and leading 
cities of the entire country. Over 300 
replies in all were received, and the 
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highlights of these answers are here 
summarized. 

To the question of whether there had 
or had not been any improvement, the 
percentage division of answers was as 
follows: 

Per cent 
(1) (unequivocally) 
(2) yEs (with qualifications). . 
(3) NO CHANGE 


(5) A CHANGE FOR THE WORSE. 2 


Most persons would agree that these 
figures as they stand are distinctly en- 
couraging. Broken down, moreover, 
they resolve themselves into an even 
more reassuring picture. 

The 65 per cent of the reports shown 
in group (1) are entirely satisfactory, 
many of them using the adjectives “ re- 
markable” and “tremendous” to de- 
scribe the change that has taken place, 
while others suggest that conditions are 
once more entirely “normal.” Now let 


us look at the other classifications. The 
“qualifications” referred to in group 
(2) resolve themselves, on close exami- 
nation, into the following: 
Per cent 
More education is needed..... 7 
More cultivation of good will 
is needed 2 
There is still too much political 
agitation against the banks. 2 
A good deal more time will be 
required before the status quo 
ante is restored 
The banks don’t deserve such 
confidence as has been re- 
cently accorded them 


In other words, there is no suggestion 
in the reports of this group that there 
has not been an improvement. All, in 
fact, find such improvement. The main 
difference between those in group 
(1) and group (2) is that the latter 


MARCH 1933 AND NOW 


The BANKING survey shows a vast improvement in sentiment between 

the time that Mr. Hoover rode with Mr. Roosevelt to the latter’s in- 

auguration, and the present time when many banks can advertise that 
their funds are again going into a variety of useful channels 
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The heads of clearinghouses in all parts of the 


country have answered, for their localities, the 


question of the public’s attitude toward banks 


‘are inclined to feel that the task 
| of public education is not finished. 
We find on closer scrutiny, moreover, 
| that those who report “no change”’ are 
F not, as one might at first suspect, pessi- 
> mistic, but in a majority of cases quite 
) the opposite. Of the 8 per cent falling in 
this category 5 per cent, it seems, mean 
' simply that the public has never wa- 
vered in its loyalty and its friendliness, 
F even during the banking moratorium; 
' another 1 per cent mean that in their 
| territory there was no crisis and no ill 
feeling, so that there has been no prob- 
lem of public relations. The remaining 2 
| per cent actually are pessimistic. As one 
| of them puts the situation in his locality, 
' “the banks seem to be ‘damned if they 
do, and damned if they don’t’.” 

When we come to the classification of 


“mixed” returns (classification 4) we 
come, for the first time, to a group that 
finds the gains not entirely unalloyed. 
These replies may be grouped into five 
sub-divisions: 

Per cent 

Large depositors are friendly; 
small depositors ‘inclined to 
be distrustful” 

“Victims of closed banks are 
still bitter” 

Service charges are resented.. . 

Feeling is that the banks are 
not lending freely enough. . . 

Farm Holiday Association has 
fomented (Minnesota) an an- 
ti-banking sentiment among 
some of the uninformed... . 


LOANS 


recently made by this bank 


These loans, typical of thousands, illustrate how this bank 
employs millions of dollars to meet the borrowing require- 
ments of individuals and corporations, large and small. 


$100,000 to a shoe manufactur- 

er to purchase inventory, discount 

bills, meet current requirements. 
This loan has been repoid. 


$200 to a home owner for paint- 
ing and repairing. Made in co- 
operation with Federal Housing 
Administration. To be repaid in 24 
monthly installments of $8.33 each. 


$95,000 to a wholesale grocer 

to purchase inventory. This loan 

is being repaid according to loan 
agreement. 


new equipment.. This loan has 
been repaid. 


$30,000 to refrigerator distrib- 

utor on warehouse receipts to 

finance deoler shipments. This 
loan has been repaid, 


$3,000 mortgoge loan to home 
owner. To be repaid in three years. 


$1,000 to office worker on cash 
surrender value of insurance po- 
licy to meet an emergency. This 
loan has been repaid 


The foregoing may suggest ways and means in which 
we’ can be of service to you. If so, do not hesitate to 


FROM AN ADVERTISEMENT OF THE MARSHALL & ILSLEY BANK, 
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The remaining classification—those 
who believe that the situation has 
changed for the worse—includes, as 
noted above, only 2 per cent of all the 
replies. The blame for conditions, in 
these cases, is laid to political agitation. 

To re-summarize, we find on breaking 
up the general classifications of replies 
to the poll that the 65 per cent of those 
answering with an unqualified yEs rep- 
resent only a partial measure of the op- 
timistic feeling. Adding the favorable 
replies included in other groups, we find 
that the vote shows a definitely healthy 
situation in 84 per cent of the localities 
reporting; at least some signs of im- 
provement in another 12 per cent; a 
continuance of unfavorable conditions 
in 2 per cent, and a change for the worse 
in another 2 per cent. It is not too much 
to say that this is substantially a 96 
per cent favorable return. 

How do the bankers know—or why 
do they feel—that there has been an 
improvement in the public attitude? 
Well, for one thing, they have certain 
statistical evidence. They have seen 
their deposits increase, substantially in 
nearly all the cases reported and tre- 
mendously in some cases. Many of the 
letters received tell of deposit increases 
of 100 to 300 per cent from the low 
point of the panic. For another thing, 
they know that fewer people are using 
safe deposit boxes as a repository for 
their savings, and that, in many in- 
stances at least, postal savings are de- 
clining. However, many express the 
view that they could “throw out” the 
statistical evidence and still realize that 
the public is in a better mood where the 
banks are concerned than before. The 
best evidence offered on this point, 
numerous bankers say, is to be found in 
the acceptance by the public of the 
newly instituted service charges and 
the reduced deposit interest rates. 

“Depositors,” writes one banker, 
“have accepted the service charges with 
good grace, believing that it was neces- 
sary for a bank to make fair profits if 
its depositors’ funds were to be ade- 
quately protected.” 

All bankers, unfortunately, have not 
found that the new schedule of service 
charges has “gone down” so easily. 
“We think,” says an Arkansas banker, 
“that the public is about 25 per cent 
sold on bank service charges; that an- 
other 25 per cent believes them to be 
fair but won’t admit it; and that 50 per 
cent are opposed to paying a charge of 
any kind for banking service.” 

“The great amount of newspaper 
articles and the work of our regional] 
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CUTAWAY VIEW OF 


WELLS FARGO BANK'S BUILDING 
MARKET AT MONTGOMERY 
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Banks all over the country are taking great pains to inform the public 

on the complicated machinery of the banking business. That fact is 

one of the chief reasons for today’s better public relations. The illus- 

tration above is from an advertisement of the Wells Fargo Bank and 
Union Trust Company 


clearinghouse association in public edu- 
cation,” says one contributor, “has 
gone a long way during the last two 
years to give the public a better under- 
standing of banking than they perhaps 
had gained over the previous ten years.” 

The president of another clearing 
association writes: “We have been 
carrying on an educational program in 
this regard through speakers at clubs 
and various civic meetings. We feel that 
much has been accomplished to en- 
lighten the public as to the problems the 
bankers have been faced with in recent 
years.” 

Writes a New Jersey banker: “I have 
believed for a long time that the banks 
have been lax in their efforts to acquaint 
the public fully with problems confronting 
the banks, and from experience I have 
found that there has been an indiffer- 
ence on the part of bank officers toward 
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the opinion held by the customers and 
the public. We are now doing our best 
to meet that criticism and to resolve 
those doubts.” 

Other institutions, the BANKING in- 
quiry reveals, have stressed the culti- 
vation of good will rather than educa- 
tion. Thus, we find one banker declaring: 

“The public still has a notion that 
the banks are tight, and are not fully 
cooperating with industry and com- 
merce. This bank has advertised no 
other service than the lending of money 
for a period of more than two years. 
There are two reasons for this: first, we 
feel that it is the most convincing way 
in which we can disabuse the public 
mind of the notion that we do not wish 
to lend; second, loans are what we need 
more than anything else. Inasmuch as 
deposits are created almost exclusively 
by loans, it isa wonder that we bankers 


did not learn long ago that the way to 
build deposits was to advertise for loans 
and make them.” 

More than one organization has q 
word to say about the usefulness of the 
A.B.A. advertising educational mate. 
rial. “Our clearinghouse association,” 
writes a Kansas banker, “has been ol 
ning a series of ads in which the Ameri. 
can Bankers Association explains bank. 
ing fundamentals, and this has been 
very effective as a means of building un. 
derstanding and good will.” One clear. 
inghouse head has been pushing the 
idea of having a number of disinterested 
parties give statements to the press 
from time to time, calling attention to 
the banks’ usefulness. “‘ My opinion js,” 
he writes, “that you can talk all you 
please about yourself and people will 
not pay much attention to what you are 
saying, but that if someone else talks 
about you they are willing to listen.” 

Next in importance to the educa- 
tional and advertising campaigns and 
the temporary benefits of the F.D.LC. 
in the emergency as factors in the re- 
covery of confidence in the banks has 
been the improvement in the general 
business situation, if one may judge 
from the replies received. Among the 
other explanations offered are the fol- 
lowing: 

The weeding out of the weak banks. 
The bad banks, as one writer puts it, 
were “‘like a few rotten apples in a bar- 
rel. So long as any bad apples are per- 
mitted to remain it becomes only a 
question of time before the entire barrel 
is contaminated.” 

The banking moratorium. “The banks 
learned a lesson from that episode,” 
writes one clearinghouse head. “ But so 
did the public. The bankers learned—or 
should have learned—humility. The 
public learned, for the first time in most 
cases, just how important the banks 
are to a business or agricultural com- 
munity, and just how much business 
and agriculture depend upon them. 
I believe that that was not an un- 
mixed evil.” 

All in all, the response to the BANK- 
ING survey can be put down as both en- 
couraging and informative. It reveals 
that fully 90 per cent of the country’s 
bankers, to be conservative, have re- 
gained much of the friendship and con- 
fidence of their customers and the pub- 
lic; and it holds out the definite hope 
that with a continuance of a coopera: 
tive, educational attitude on the part of 
the bankers the rest of the journey 
back to normal may well be completed 
in the not too distant future. 
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“Elizabethan Banking” in 1935 


By 
GEORGE E. ANDERSON 


“WYLIZABETHAN banking” in1935 
Ek has been suggested by various 
industrialists as an apt charac- 
terization of the attitude of many 
bankers toward bank loans to industry 
for capital purposes. The retort courte- 
ous may be “Elizabethan industry” 
in 1935 as a characterization of the 
attitude of a considerable section of 
American industry toward plant mod- 
ernization. Calling names, of course, 
gets nobody anywhere, but in these 
exaggerated charges of backwardness in 
both banking and certain lines of in- 
dustry there is enough truth to furnish 
considerable food for thought. 

It would be interesting to know, as a 
matter bearing upon effective banking 
practice, how many bankers who lend 
money to industrial establishments 
consider the condition of the plant in 
relation to modern efficiency as a major 
factor in the security of the loan. Bal- 
ance sheets, of course, have their part 
in estimating the worth of a credit risk. 
Sound capital, location, experienced 
management, transport facilities, the 
supply of raw materials, demand for 
the product—all these and many other 
factors enter the equation, but how 
many of them are more important than 
the matter of the actual efficiency of a 
plant? 

Industria! loans are largely character 
loans. Few industrial plants are in- 
trinsically worth much as sound secu- 
tity for a commercial bank loan. What 
makes them sound and worth while is 
their liquidity, and this depends upon 
earnings. The character of an industrial 
concern’s management, its past record, 
present financial condition and future 
prospects are the really sound criteria 
for a satisfactory industrial loan. 

_ Modern factory equipment, accord- 
ingly, enters into the banking picture 
to no small degree. It is a fairly safe 
generalization that an industrial plant 
Whose equipment is not reasonably 
up-to-date is a handicapped plant and 
a very doubtful credit risk. There can 
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~ NEW YORK MUSEUM OF SCIENCE AND INDUSTRY 


Our theory of commercial banking, it has been said, even 
by some bankers, is Elizabethan in its form, although 
the situation in which modern banks have to function 
is not at all Elizabethan. Some have said, as Mr. Ander- 
son points out here, that a new criterion for loan policies 
will have to be evolved. This article presents that side of 
the question. In the picture above is an Elizabethan 
cobbler shop, an example of the handicraft age. 


be no more hazardous risk than an 
industrial concern which carries on its 
business at a loss, because of its own 
obsolete equipment, in competition 
with concerns enjoying the advantages 
of more modern manufacturing facili- 
ties. Every sale made at a loss repre- 
sents the expenditure of capital without 
any corresponding building up of plant 
or business. 

In calculating the quality of an in- 
dustrial loan one of the first tests a 
banker must apply is the relation of the 
cost of a concern’s output to its machine 
tool and other plant equipment. A 
banker takes a great liberty with his 
depositors’ money when he lends the 


latter to a concern which is trying to 
make its way with antiquated equip- 
ment, especially old machine tools. 
There are many dead loans at the pres- 
ent time because the question of mod- 
ern equipment was not given considera- 
tion. It goes without saying that when a 
bank takes over a plant of that sort for 
a defaulted loan it labors under a handi- 
cap even more serious than that to be 
overcome by the original management. 
Both in the matter of earnings as a 
means of repaying a loan and in the 
matter of plant as physical security a 
banker must insist that an industrial 
concern to which he lends money must 
have modern equipment. 
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It follows as a matter of logic and 
common sense that, in insisting upon 
modern equipment for an industrial 
borrower, a banker must also afford the 
means of securing such equipment, and 
this raises the question of how far 
modern bank practice and the tradi- 
tions of what has always been consid- 
ered sound banking can be adapted to 
_ the present situation. It is impracticable 
for most industrial concerns to finance 
equipment altogether out of current 
earnings. They must make such ex- 
penditures out of reserves set up for the 
purpose, out of surplus funds or out of 
loans. Most industrial concerns which 
entered the depression with consider- 
able reserve funds have badly depleted 
them. They can re-equip and re-tool 
their establishments only upon credit. 
In more normal times the custom has 
been to finance the production of cap- 
ital goods by way of investment offer- 
ings. This is difficult now because of 
present economic conditions, uncer- 
tainty of the future, the hesitancy of an 
investing public still smarting under 
heavy losses, the Securities Act, inter- 
ference of the Government in private 
business—any or all of a dozen reasons. 
Moreover, changes in the course of in- 
vestment in this country are throwing 
more responsibility upon the banks 
except for clearly long term investments, 

It is a serious question whether loans 
for industrial equipment, especially for 
machine tools and machinery generally 
employed in direct production, are 
properly classified as capital loans. In 
many respects they are as much produc- 
tion loans as the materials that go into 
the product. This is especially the case 
where the turnover of the machinery or 
equipment is rapid, as in the case of 
machines or machine tools which pay 
for themselves in the course of five 
years or less. 

There is a general principle that in- 
dustrial financing should be of a term 
comparable with the durability of the 
goods financed. Railroads, for example, 
try to finance the purchase of loco- 
motives with an 8- to 10-year loan— 
the life of a locomotive. Equipment 
debentures or bonds for rolling stock 
are suited to the length of life of the 
rolling stock, and so on. Much modern 
factory equipment, however, proves so 
efficient and economical that it can pay 
for itself in from one to two years. 
There seems to be no reason why a 
bank should not handle such financing, 
especially if it can be arranged upon 
what may be called an amortization 
basis. Several finance companies of 
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Headings from two announcements of the National Machine Tool 
Show, which is to be held in Cleveland 


more than ordinary size have worked 
out a system for such financing with a 
considerable degree of success. Provi- 
sion has been made by law for the or- 
ganization of such concerns in connec- 
tion with industrial loans offered by the 
R.F.C., although the volume of busi- 
ness done by these concerns has been 
small. 

Probably where tools and equipment 
are of a sort whose life expectancy is 
longer than from three to five years the 
investment market must be relied 
upon for financing until some entirely 
new method is developed, but in cases 
where the useful career of a machine 
tool or some other piece of equipment 
is five years or less commercial banks 
must have more to do with this financ- 
ing than they ever have had before. 
The Government has recognized this 
fact and is making every effort prac- 
ticable to be of assistance to banks in 
extending this credit. In addition to 
providing for loans to banks and 
finance companies for credit to industry, 
as above indicated, authority was given 
to the Federal Reserve banks over a 
year ago to participate in loans to 
industrial concerns for working capital 
up to five-year maturities, the Reserve 
banks assuming 80 per cent of the risk. 
As an alternative, the Reserve banks 
have been making such loans direct. 
The Reconstruction Finance Corpora- 
tion was also authorized to make such 
loans, and the combined agencies have 
extended credits of this sort to thou- 
sands of borrowers. 

Probably the most effective and 
satisfactory means of stimulating such 


loans by banks, however, has been pro. 
vided in the amendment to the Housing 
Act recently passed by Congress 


Under the original act the loans wer § 


confined to homes and the loan limit 
was $2,000, with a maturity not to er. 
ceed five years, the loans to be repaid 
in monthly instalments with maximun 
interest of 5 per cent. 

Under the amendment banks and 
other lending institutions can now 
make these insured loans up to $50,000, 


with a maximum maturity of five year fF 


and a maximum interest rate of 5 per 
cent, to be amortized in monthly pay: 
ments, “for the purpose (1) of repair, 
alteration or improvement of real 
property already improved by or tobe 
converted into apartment or multiple 
family houses, hotels, office, business ot 
other commercial buildings, hospitals 


orphanages, colleges, schools, or manu- & 


facturing or industrial plants or, (2) the 
purchase and installation in connection 


with the foregoing types of property, 0! F 
such equipment and machinery, with ot F 


without any structural changes in the 
buildings, as are peculiarly adapted to 


the business conducted therein or neces 
sary to the operation thereof.” More § 
over this $50,000 limit may be applic! F 
to any number of separate pieces 0! F 


property of one owner. 


It is evident that under this arrange 
ment there are tremendous possibilities F 
for the advance of bank credit to I” & 


dustries of every sort under a guaranty 


which will amply cover all losses. Rules : 
as to eligibility of loans on equipmel! 


and machinery are now being worked 


out with some difficulty as to exactly FF 
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where the line on equipment is to be 
drawn. It is considered clear that equip- 
ment in the way of hand tools cannot 
be covered and equally clear that heavy 
machinery, such as machine tools, can 
be covered. There is, in fact, practically 
no limit to the variety of machinery 
and heavy equipment of all sorts which 
can be brought within the system. 
Inasmuch as the loans are to be amor- 
tized upon a monthly payment basis 
they are considered “liquid” and the 
maximum maturity of five years cannot 
be considered the bugbear it might 
otherwise be. All such loans, however, 
must be closed by April 1, 1936. 

While the authority of the Reserve 
banks to make industrial capital loans 
is permanent, the other aids are adven- 
titious and temporary and in any event 
the great mass of such financing must, 
in the long run, be done by banks or 
other private lending agencies upon 
their own responsibility. If the capital 
goods industry must depend largely 
upon banks, however, where is the line 
to be drawn? As above indicated, there 
is comparatively little difficulty in some 
lines of equipment. A large proportion 
of the machine tools now sold in this 
country can and do make such savings 
as to pay for themselves in from two to 
four years, some of them within a year 
or 15 months. Many up-to-date manu- 
facturers, in fact, insist that a tool 
shall do this. In an industry moving as 
rapidly as the automobile industry, for 
example, where today’s plant may have 
to be scrapped tomorrow in the name of 
true economy, such a viewpoint can be 
understood. 

From a banker’s standpoint, natu- 
rally a purchase which results in a profit 
of from 25 to 50 per cent a year, not to 
mention future earnings by way of 
economy, seems to be a good risk. Nor is 
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there really anything very startling in 
the proposal that banks shall make 
loans for such purposes. Thousands of 
banks have been accustomed for many 
years to finance farmers in the purchase 
of agricultural machines and equip- 
ment, yet there is nothing essentially 
different either in principle or in fact 
between financing a factory for the 
purchase of a machine tool and a farmer 
for what is to his industry exactly the 
same as a machine tool. 


NOT A CAPITAL OUTLAY 


THE disposition of the average banker 
or financier to look upon the purchase of 
machine tools and other modern equip- 
ment as just so much more capital out- 
lay is, under such circumstances, fal- 
lacious. It is no more a capital outlay in 
the long term sense than the introduc- 
tion of a more modern and economical 
method of using materials. Where sav- 
ings in cost, improvement in products 
and more rapid and satisfactory service 
to consumers can be effected by the in- 
troduction of up-to-date machinery, it 
becomes a part of the manufacturing 
process and should be so regarded. Such 
equipment makes a better product 
possible at the same or lower costs and 
constitutes a sales argument of tre- 
mendous value to a business. 

It is a principle of jurisprudence that 
where there is a wrong there is a remedy. 
Likewise there is or at least should be a 
principle of finance that where there is a 
need there is a means of supplying it. 
Long term financing has been system- 
atized in mortgage loans on real estate 
or in bond issues secured in various 
ways. Commercial short term loans also 
have been systematized and suited to 
means of repayment. There has always 
been, however, a weak spot in the 
American credit system, shared perhaps 


by systems in most other countries, in 
the matter of intermediate credit. 
The difficulty has been largely solved 
with respect to intermediate credit 
loans for agriculture, but no system 
along the lines of the intermediate credit 
banks in the farm credit system has ever 
been devised for industry. The country 
narrowly missed being favored with 
such a system in Senator Carter Glass’s 
efforts a year ago to establish a system 
of intermediate credit banks for in- 
dustry, under the Federal Reserve 
banks, as an alternative to direct loans 
from the Reserve banks and R.F.C. to 
industry. 

To meet this need and cover this weak 
spot in the national credit system there 
has been a demand for more liberal 
credit policies on the part of the Reserve 
banks, represented by the proposal in 
the so called Eccles bill before Congress 
to make all sound assets of member 
banks eligible for rediscount. The faults 
of such a system applicable to all banks 
are evident, but the fact remains that 
there is a demand for longer term 
credit than commercial banks have 
been accustomed to give to industry and 
that sooner or later this demand must 
be met. No more impressive example of 
this need can be had than in the present 
need for improved factory equipment 
in the way of machine tools, machinery 
of all sorts, motive power, electrical 
equipment and every phase of modern 
manufacture. 

“Elizabethan banking” is an unfair 
characterization of present basking 
methods in the United States, but this 
fact by no means absolves the banker 
from all fault in dealing with present 
and future credit requirements. There 
is something wrong with a situation in 
which a going concern with fair pros- 
pects and good management cannot 
secure the credit it needs to modernize 
its plant without depending upon the 
Government for it. Possibly there is not 
as much of this state of things as has 
been claimed, but there is certainly 
enough of it to demand the attention 
of bankers. In the long-run, sound 
policy may require a credit system 
on the order of that proposed by the 
Virginia Senator a year ago. Recovery 
cannot wait upon such a system and it is 
incumbent upon commercial banks to 
do their utmost to meet present indus- 
trial credit needs not only as a matter of 
benefit to the country at large but also 
in their own interest. A system of 
banking that does not meet the de- 
mands of business will sooner or later 
be supplanted by a system that will. 
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WIDE WORLD : ACME 
DIPLOMACY—This portrait of King George SCIENCE—Col. Charles A. Lindbergh and 
was presented to President Roosevelt for the Dr. Alexis Carrel have constructed an 
American people by Sir Ronald Lindsay, Brit- apparatus experiments with which show 
ish Ambassador, in the hope that “‘it may that vital organs can be kept alive after re- 
further strengthen one of the many and moval from the dead subject. The experi- 
important bonds of sympathy between the ments, it is said, will greatly aid diagnosis 


United States and Great Britain and study of certain diseases 


WIDE WORLD KEYSTONE 


ART—J. P. Morgan’s $2,000,000 collection of miniatures, assembled over a period BIRTHDAY—John D. Rockefeller w 


of 30 years, was put on sale in London. One item on the first day brought over 96 years old on July 8. He spent the ar- 
$30,000, although prices were generally lower than at previous auctions. Above are _niversary on his Lakewood, New Jerse): 
miniatures of Miss Boswell Preston and Augustus Frederick, Duke of Sussex estate 
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CES & COMMERCIAL 
ACCEPTANCE 


OTHER LOANS 


LOANS ON REAL ESTATE 
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LOANS ON SECURITIES 


OTHER SECURITIES 


SECURITIES GUARANTEED 
BY U.S. 


U, S. SECURITIES 


(000,000 OMITTED ) 


ATLAN- ST MINNEA’ KANSAS DAL- SAN 
MOND TA LOUIS POLIS CITY LAS FRANCISCO 
100% 


(318,508) ($1,151) (48.568) (41.005) (41,219) @348, ($331) ($2035) (527) (6345) ($589) “$405) (41,905) 


CONTENTS OF THE LOAN AND INVESTMENT PORTFOLIO 


Particular earning assets as percentage of total loans and investments, according to reports on July 3 by 
member banks in 90 cities 


The Condition of BUSINESS 


ERE is a steady undercurrent of business improve- 
ment, largely independent of Government aid and more 
apparent in comparisons of season with season than 

month with month. The process of recovery, while slow, 
seems fairly sure, although doubts are inspired by the politi- 
cal outlook, continued Federal deficits and the possibility of 
labor disputes. Two other factors must be put down as un- 
favorable: one is that production in some instances has been 
maintained above consumption, with the prospect that 
stocks will accumulate and force price recessions. The other 
is the tendency of business to hold back until the works relief 
program can be properly forecast and evaluated. 


Business in general, however, is preparing 
for a substantial rise in trade and industrial 
activity this Fall. There are some weak spots 
where hesitancy is still the rule, but these would tend to 
correct themselves in the event a reasonable revival takes 
place. Present confidence seems to be of a particularly strong 
fibre, capable of resisting a variety of adverse influences and 
of persisting in the face of a political and legislative outlook 
that is not reassuring. The conclusion seems warranted that 
business is not easily frightened any more, having run the 
gauntlet of 1933 and 1934 and survived. 

There has been unfavorable reaction to the prospect of 
higher and discriminatory taxes on corporate incomes, but 
much less than might have been expected. Increased taxa- 
tion has been anticipated and discounted and any definite 
solution of the matter could almost be counted a favorable 
development, provided the taxes are fair and equitable, 
bearing on all classes according to their ability to pay. 

This lack of a serious business reaction to tax proposals is 
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GOOD FALL 
OUTLOOK 


something of a key to the present situation. It is evident 
that business is upset less and less by legislative threats and 
the prospect of more governmental regulation, and is dis- 
posed more and more to rely upon time-proved business 
principles. 

One effect of the Supreme Court decision invalidating the 
National Recovery Act has been to give business more con- 
fidence in itself. The same effect has been produced by a 
tendency in Congress, particularly the House of Representa- 
tives, to follow a more conservative course, although a con- 
tinuation of this trend is not to be depended upon. Govern- 
ment regulation is pressing less heavily, more freedom is in 
prospect for adapting existing regulations to reality, and 
there is an encouraging tendency for both business and Gov- 
ernment to drop mutual distrust and work together for the 
commonwealth. 


Potential users of bank credit are still 
somewhat loath to go into debt, as 
long as it remains difficult or impossible 
to estimate with assurance such items as labor costs, prices 
and taxes. Moreover, important banking customers in many 
localities are in a position to carry themselves through a 
considerable period of expansion without calling on the 
banks for any additional accommodation. 

On June 19, 1934, more than a year ago, the Federal 
Reserve banks were authorized to make direct loans to in- 
dustry or to take over such loans from banks or other finan- 
cial institutions, subject to 20 per cent of the risk carried by 
the latter. In the course of the past 12 months following this 
grant of authority the Reserve banks received nearly 250,- 
000 applications for such loans. About one-third of these 
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SMALL DEMAND 
FOR CREDIT 


were found to be suitable for an advance of funds. The Re- 
serve banks approved applications in the amount of $45,- 
000,000 and made commitments to banks and other lending 
institutions to take over loans in the amount of approxi- 
mately $41,000,000. This makes a total of $86,000,000, of 
which amount the Reserve banks advanced almost $30,000,- 
000 and committed themselves to take over more than 
$19,000,000 under the arrangement of divided responsibility. 

The Reconstruction Finance Corporation was given au- 
thority to make similar loans and during the same period 
approved advances totaling $45,755,000. Of this amount 
$16,353,000 was actually put out. 


$120,000,000 IN Combining the Federal Reserve and 
DIRECT LOANS REG: figures, the first year of Govern- 

ment lending direct to industry stimu- 
lated a credit volume of about $120,000,000. This is a little 
more than 20 per cent of the limit which Congress placed on 
the volume of such loans, namely, $580,000,000 for the two 
agencies. 

During this one-year period the outstanding loans of all 
classes of banks which are members of the F.D.I.C. de- 
creased by approximately three quarters of a billion. Various 
factors entered into this decline. An important one was the 
writing off of bad loans, which accounted for a good fraction. 
This is merely a continuation of the process through which 
banks have been going in order to clear away the wreckage 
of the decline in values since the business boom of 1926-29. 
Another factor in the loan decrease was the liquidation 
of good loans without a call for further credit. This brings 
up the third factor, the reduced demand by business for 
bank credit, a phenomenon which must be closely exam- 
ined in connection with the $120,000,000 of new credit ex- 


tended by the Federal Reserve banks and the R.F.C. Are 
the commercial banks of the country failing to meet de- 
mands upon them for credit for commerce and industry, 
and are they failing to take advantage of opportunities 
available for augmenting their present low earnings? 


The first thing to keep in mind in seeking 
an accurate answer to this question is 
that the authorization whereunder the 
Reserve banks and the R.F.C. could make such loans specif- 
ically provided for furnishing ‘ working capital to establish 
industrial and commercial businesses.” It was also provided 
that the loans could run up to five years if made “on a rea- 
sonable and sound basis.’”’ Therefore, under strict banking 
rules, they are not commercial loans either in security or 
maturity. 

There are, of course, a good many sound reasons why 
some banks should prefer not to undertake this sort of busi- 
ness. With respect to both security and maturity they are 
not properly commercial bank loans. However, it would 
appear that as a general rule security that is good for a Re- 
serve bank or for the rather strict R.F.C. should be good 
enough for a bank. This would seem to be the case particu- 
larly where the Reserve bank, for a nominal charge, is ready 
to assume 80 per cent of the risk. 


SEMI-CAPITAL 
LOANS 


In the matter of new financing, the long term 
money market opened in June, but chiefly for pur- 
poses of refunding. Out of a total of 129 million 
dollars of corporate financing, 14 million was for new capital 
and 115 million for refinancing. Judging from the registra- 
tions filed with the S.E.C. the first of the month, refinancing 
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activity will continue on a broad scale. Public utilities, gj 
and packing interests will be the principal borrowers, Tw, 
bond issues appeared bearing 34 per cent coupons but both 
of them sold below par, while the 334 per cent coupon bonds 
of the strongest companies were absorbed readily at par, 
There is little doubt after this reception that a good volume 
of refinancing will be undertaken by companies in good 
financial condition and faced with debt maturities. 


The total loans and investments of week. 
ly reporting banks in the 12 Federal 
Reserve districts rose slightly during 
June to $18,508,000,000 on July 3. This rise was made 
up of increases in Boston, New York and Chicago. Smalj 
declines occurred in Richmond, Atlanta, Dallas and Sap 
Francisco, while other districts remained approximately the 
same. 

The dearth of normal commercial loans and the extent to 
which Federal Government securities dominate the invest. 
ment portfolios of the banking system is disclosed with strik- 
ing clearness by our analysis (see chart, page 33) showing the 
percentage that each classification of earning asset bears 
toward total loans and investments. These percentages are 
based on figures for the weekly reporting member banks, 
but the picture might be considered as reflecting in a general 
way the banking situation as a whole. 

The holdings of United States securities in the 12 districts 
increased from 39 to 39.3 per cent of the total, while Govern. 
ment-guaranteed obligations, home owners’ loan bonds, and 
Federal farm credit securities, rose from 3.8 to 4.6 per cent 
of the total. Loans on securities moved from 16.6 per cent 
to 16.7 per cent. Acceptances and commercial paper dropped 
from 1.9 to 1.7 per cent, while other or business loans fell 
from 17.5 to 17.2 per cent of the total. 

In the matter of loans on securities, New York had the 
highest ratio while Kansas City had the lowest. In the Cleve- 
land area acceptances and commercial paper seem to have 
fallen into disuse, the ratio to total loans and investments 
falling from the .5 per cent in May, the lowest in any 
district, to .2 per cent in July. In the same district, however, 
the proportion of direct Government debt increased from 
49.6 to 50.5 per cent. This relative volume is exceeded only 
by the Chicago area in which the proportion of Government 
obligations to total loans and investments was 50.7 in July, 
compared with a ratio of 46.9 per cent at the beginning of 
June. 

Real estate loans show no marked changes except that the 
already high percentage in the San Francisco district contin- 
ues to increase. In this area loans on real estate are now 18.1 
per cent of the total earning assets, compared with 17.8 per 
cent on May 29. 

In contrast, the Chicago district has only 1.5 per cent 
of its earning assets in loans on real estate, and in Boston, 
which reported, next to San Francisco, the highest ratio of 
real estate loans, the percentage was 7.6. 


LOANS AND 
INVESTMENTS 


Bank debits to individual accounts, figured on 
the basis of a daily working-day average, in- 
creased by 12.3 per cent in the month under review. This is 
not a thoroughly accurate reflection of business activity in- 
asmuch as the period included the July 4 weekend. The At- 
lanta district showed a very unusual rise of 38.7 per cent, 
more than three times the average for the country. Much o! 
this increase was accounted for by the city of Birmingham 
and can be ascribed to a flurry of P.W.A. payments. 
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In the case of newspaper and magazine advertising, the data are on a base of 1926=100. The cost of radio 
facilities includes the prices of national advertising over N.B.C. and C.B.S. networks, excluding the cost 


of talent. 1927-1932= 100 


The present position of the A.A.A. with 
respect to processing taxes may adversely 
affect late Summer and Fall buying. At- 
tacks on the processing taxes and the whole system of farm 
benefit payments as unconstitutional have become formi- 
dable, and even if the A.A.A. survives it may be able to do so 
only by modifying its benefit payment program materially. 

Lower farm prices are anticipated and the A.A.A. has al- 
ready announced that its benefit payments on wheat in the 
coming season will be 33 cents instead of 29 cents a bushel. 
The average farm price of wheat in April was 90 cents a 
bushel, compared with 68 cents in April 1934. In May it 
was 87 cents, compared with 69 cents a year before. The 
June average was 77 cents, compared with 79 cents last year. 

It is estimated that the promised increase in benefit pay- 
ments will make a difference of about $15,000,000 for the 
year, so that the chief significance lies not in the amount but 
in the attempt to maintain farm income. The latest crop 
forecasts in this and other countries are such as to give a 
downward trend to the prices of all agricultural products, al- 
though this fact should not be interpreted as unfavorable, 
Inasmuch as the combination of good crops and fair prices 
may well prove more advantageous than last year’s poor 
crops with high prices. 


PROCESSING 
TAXES 


The relative prosperity of farmers has been an 
outstanding factor in the maintenance of activity 
in consumers’ goods, and its effect on more sub- 
stantial lines, such as automobiles, is shown by the fact that 
more automobiles have been sold in agricultural than in 
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industrial districts. Anything that interferes at this point 
would have a depressing effect generally. 

Activity in residential construction, which had been an 
encouraging part of the picture during the Spring and early 
Summer, is letting up slightly, but the prospect is now that 
public works will take up whatever slack develops. 


FEDERAL Government financing has been more en- 
FINANCING COUraging, oF at least, less disturbing. The 

disclosure that the fiscal year ended with a 
deficit of about $1,300,000,000 below the official forecast is 
reassuring and the general reaction has been favorable. 
However, the chances are that the current year’s deficit will 
be fully up to expectations and the balancing of the budget 
is still some distance away. 

The public debt of the United States increased by $63,- 
000,000 in June, despite the retirement of $325,000,000 of 
unconverted Liberty bonds and $30,000,000 in notes. The 
increases took place in the bill category, to the extent of 
$100,000,000 and $150,000,000 of non-interest bearing debt, 
which represents funds deposited by national banks to retire 
their liability on account of national bank notes. 


Money rates remained practically unchanged 
during the past month, having fallen to rock 
bottom. The only sensitive indicator of the pres- 
sure of events on the short term market is the yield on 
Treasury bills, which fell further during the month. This was 
due to the continued high level of bank reserves and the 
difficulty in obtaining earning assets. No doubt the pressure 
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of idle funds for investment has been chiefly responsible for 
the advance of the best corporate bonds to the highest price 
for many years and the price of industrial shares to the high- 
est level since 1931. Yet it would be difficult to believe that 
this could have been possible without an increasing confi- 
dence in the business outlook. 

Rates of interest paid by banks for deposits have contin- 
ued downward in sympathy with the prevailing yields on 
sound investments, but they are still out of line and consti- 
tute a problem in many localities. 


News of the Month 


i, eres of the month shows domestic business hopeful; 
domestic politics tired, impatient and unpredictable; 
overseas business confused; and overseas politics anxious. 

Our analysis of business news and news affecting business 
places the following items in a class which can be called 
favorable: 

The adoption of a recovery program by the U. S. Chamber 
of Commerce and a general increase of aggressiveness on the 
part of business to get started. 

Dependable indications that large sections of industry are 
maintaining the wage and hour scales of the N.R.A. codes. 

Continued progress in completing the security registra- 
tions under the S.E.C. and the progress of this task in an at- 
mosphere of good feeling. 

The extension of the temporary deposit insurance pro- 
visions pending action on the banking bill of 1935. 

A study by the Brookings Institution which appeared 
about the middle of June, pointing out faults in the structure 
and methods of the A.A.A. 

The almost unanimous expression of a conservative, bal- 


anced, American viewpoint in baccalaureate sermons jp 
universities throughout the country. 

The steady rise in total volume of security flotations, al. 
though chiefly for refinancing purposes. 

The action of the United States Treasury in going to the 
aid of the franc, renewing hopes of stabilization, and the 
praise bestowed on the American Government by all the 
gold bloc countries for this action. 

The continued success attending “clipper ship” tests jn 
the Pacific forecasting early air service to the Orient. 

The satisfactory avoidance in the past few weeks of many 
strike threats, notably the Toledo electrical workers and q 
large part of the coal industry. 

A rise of $653,000,000 in tax receipts over 1934. 

The decision by President William Green of the A.F. of, 
in favor of the expulsion of Communists from unions. 

Indications that the production of automobiles this year 
will reach the highest levels in six years. 

The rise of bank clearings to the highest point of the year, 
reaching a level well above that of last year. 

Statistical indications that the nation’s income during the 
Spring was the best in four years. 

A cut in the mortgage interest rate by the F.H.A. in order 
to speed its plans. 

Aggressive action by the Attorney General and the S.E.C. 
to suppress stock frauds. 

The apparent ability of the security exchanges to main- 
tain a higher pace of security dealing than during 1934. 

Aggressive action by national publishers’ organizations 
against the amendments to the Agricultural Adjustment 
Act on the ground that the latter would curb advertising. 

A decision by the cotton garment industry in favor of 
setting up a voluntary code. 


Percentage of change in debits to individual accounts, week ending June 12 to week ending July 10 
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Actions by food companies and others to test in the Fed- 
eral courts the validity of the processing taxes. 

The ability of retail trade to hold up and show some gains. 

The defeat of the “death sentence” against public utility 
holding companies by the House of Representatives on 
July 2. (The close connection between politics and recovery 
was nowhere shown with greater emphasis than in the gen- 
eral improvement in the bond market following the House 
action on the utility bill.) 

The good showing in gross revenues of railroads during the 
first five months of the year. 

The unanimous report by the Senate Committee of a 
bank bill embodying a conservative approach to the whole 
question of centralization of credit control in Washington. 

The action of several Federal courts in restraining the 
collection of processing taxes, and the entry of grocery man- 
ufacturers and tobacco men into the lists in opposition to 
amendments strengthening the A.A.A. 

The publication of condition statements of banks in the 
first week of July showing that they were in an extraordi- 
narily strong position to finance a period of active trade. 

Qualified praise by Governor Eccles of the Reserve Board 
for the bank bill as revised in the Senate. 

The approval by the Petroleum Institute of the draft of a 
voluntary oil code. 

The report filed by Senator Glass in connection with the 
bank bill, the Senate’s version of which contained a provision 
permitting commercial banks to re-enter the security under- 
writing business under certain conditions. 

The action of the United States Treasury in avoiding a 
silver collapse by purchases in London. 

The aggressive attacks by business groups and individuals 
against the President’s tax program as a curb on business. 


On THE reverse side of the ledger can be listed: 

The passage of the Social Security Bill by the Senate. 

The pressure by the Administration to have a wealth tax 
program adopted at this session. 

The fact that the adjournment of Congress has been post- 
poned too long. 

The slowness and uncertainty in getting under way with 
the public works and work relief program. 

The action of Senator Borah in supporting the President’s 
wealth tax plan. 

The report by the National Industrial Conference Board 
of a decline in employment. 

The aggressive efforts to put forth some substitute rail 
— plan replacing the one invalidated by the Supreme 

ourt. 

The passage by Congress of the Wagner Labor Relations 
Act and the declaration of the President that the act was 
“just to labor.” 

The announcement of the Treasury deficit for the fiscal 
year of almost three and a half billion. The dividend total of 
June was $255,000,346, which was slightly below the same 
month of last year. 

The action of six states in promulgating new or higher 
sales taxes. 

The inauguration of a lobby investigation in Washington, 
directed chiefly at discrediting the efforts of the utility com- 
panies in fighting the “death sentence” provisions. 

Survey showing a rise in the per capita debt of 217 cities. 

The decision by Representative Steagall to oppose some of 


the important changes made by the Senate Committee in 
the bank bill. 
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FAIRCHILD AERIAL SURVEYS 


ATLANTA—In debits to individual accounts, the 
Atlanta district showed a very unusual rise of 38.7 
per cent. (See map on opposite page.) 


The rise of the question of constitutionality of legislation 
occasioned chiefly by the action of President Roosevelt in 
urging the passage of the coal bill, regardless of doubts, 
“however reasonable,” as to its constitutionality, and the 
taking of a similar position by Attorney General Cummings 
toward the same measure. 

Authoritative reports indicating that the total unemploy- 
ment in the world has not been reduced during the past year. 

The action of the House in voting the T.V.A. power pro- 
gram as requested by the Administration, which would put 
the Government widely into competition with private busi- 
ness. 

The increasing obscurity of the foreign political situation 
and the prospects of armed conflicts in Ethiopia and the Far 
East. In fact, the published reports from abroad, if taken 
over a period of several weeks, present a picture of intrigue, 
lack of leadership and whimsical nationalism that is almost 
chaotic. 

There are a few items of news which might be classified as 
favorable or unfavorable, depending on time, circumstances 
and individual point of view. These include: 

Various new plans for resettlement. 

Passage by the Senate of a billion-dollar Farm Aid Bill. 

A dwindling in the size of Secretary Roper’s Business 
Advisory Council owing to resignations. 

The action of the Austrian Government in ending the exile 
of the Hapsburgs. 

A request by the S.E.C. to all foreign governments whose 
securities are traded in the United States, seeking informa- 
tion as to the debtor’s financial condition. 

A prediction of greatly increased grain crops in the United 
States and throughout the world, with the exception of 
Australia and Argentina. 

R. KuHNS 
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Government Banking 


Washington, D. C. 

ISCUSSION of the banking bill of 1935, in and out of 
D Congress, has evolved considerable difference of 

opinion on details which have been so greatly em- 
phasized as to overshadow the fact that there has been 
general agreement with respect to some phases of vital im- 
portance to banking. There has been no serious disagreement 
over the proposal to establish the permanent system of de- 
posit insurance by an extension of the temporary system 
with limitation of the insurance of individual accounts at 
$5,000 and upon a definitely limited insurance premium, 
rather than an unlimited assessment basis. 

There is general agreement, also, that the deposit insur- 
ance system is not to be used to force small, non-member 
state banks into the Federal Reserve System. In other words, 
unit banking is to continue as it now exists. All banks, mem- 
ber and non-member, will be under closer supervision and 
control both through the Reserve and the deposit insurance 
organizations, but they will continue business much along 
present lines. 


It has also been generally agreed that 
the Federal Reserve Board shall 
be reorganized and its authority 
strengthened both with respect to its supervisory powers and 
in its control of credit through open market operations and 
by means of raising and lowering rediscount rates and the re- 
serve requirements of banks. However important may be the 
question of who shall do this, it is of more importance to 
know that it will be done. The only questions on these points 
to be answered by final action of Congress are as to how far 
this additional authority may extend and as to how arbi- 
trarily it may be exercised. 

Differences of opinion as to the personnel of the Federal 
Reserve Board, as to the exact manner of appointment and 
terms of office of the members of the Board and officers of the 
Reserve banks, as to the Board’s freedom from possible 


RESERVE BOARD 
REORGANIZATION 


Senator Fletcher presiding at a hearing 
attended by a number of Administra- 
tion officials. When the banking bill 
was brought out of Senator Glass’s sub- 
committee, Senator Fletcher objected to 
the bill’s division of credit control be- 
tween the Federal Reserve Board and 
Reserve banks 


political influence, and the like, are of importance. But the 
fact remains that from a practical banking standpoint legis- 
lation of a fundamental character affecting banks and jp. 
volving their direct relations to the Government, has already 
been agreed to, whatever may be the final action with re- 
spect to controversial details. 

More liberal credit policies in the way of enlarged redis- 
count privileges at the Reserve banks and the extension of 
the permission for banks to make real estate loans have also 
been agreed to with differences of opinion only as to details, 
The least that has been offered in this line has been the 
privilege afforded banks which are short of eligible paper to 
borrow at Reserve banks on any security satisfactory to the 
latter. Any change from this minimum will be in the direc- 
tion of greater liberality. A general disposition toward more 
liberal treatment of banks in relation to the security markets, 
and to react somewhat from the strictness of regulations im- 
posed by the Banking Act of 1933 and the Securities and 
Securities Exchange Acts, are also indicated although this 
disposition may not take the form of absolute law. 


Even as this is written, before the pas- 
sage of the act, there is ground to expect 
that while the Banking Act of 1935 will 
be a compromise it will be distinctly constructive. It must 
preserve all the good points in the Federal Reserve System 
as the latter has been developed in more than a score of years 
of practical operation, and correct some of the weaknesses 
which that experience has disclosed. It must meet all legiti- 
mate demands for the liberalization of credit while retaining 
safeguards for credit control and sound collateral for the cur- 
rency within the limits set in the original Federal Reserve 
Act. It also must meet all legitimate demands for the cen- 
tralization of control of credit and currency in keeping with 
the trend of the times and necessity arising from the use of a 
more or less managed currency. Its general effect should be to 
establish a more compact and manageable banking system 


CONSTRUCTIVE 
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without depriving individual banks of privileges they have 
enjoyed and valued. 


_ It is generally agreed that it wilk be the middle of 
WORK —=November before the full effect of the Govern- 
RELIEF nent’s work relief program can be registered in 
unemployment matters and the influence of the spending of 
its $4,800,000,000 fund on the business situation can be 
measured. Probably, also, it will be at least November before 
the effect of this program upon Government finances can be 
estimated. 

It is becoming more and more clear, as the program is 
developed, that work relief is to partake more of the Civil 
Works Administration of 1933-1934 than the public works 
idea, since haste is considered a prime consideration in the 
Government’s policy and haste renders it impossible to 
await the development of schemes for the construction enter- 
prises which were to have constituted the principal feature of 
the whole program. It has also been found that to put the 
3,500,000 unemployed employables to work for a year will 
require an allotment of approximately $1,100 a year per 
person, which means that comparatively little of the $4,800,- 
000,000 can be expended upon materials if the $50 per month 
minimum is to be maintained. Yet if time were not so im- 
portant, the purchase of materials would result in the em- 
ployment of a very considerable portion of the persons to be 
relieved. 

This change in Government plans naturally means a 
stimulation or at least the maintenance of present levels of 
the consumption goods rather than the heavy goods indus- 
tries. It is expected that its general effect upon banking will 
be an increase in deposits without any corresponding in- 
crease in demand for bank credit for the financing of industry. 


There is nothing to indicate that Govern- 
ment borrowing to finance the relief program 
will not proceed as easily as heretofore. The 
first block of obligations sold to meet Treasury demands in 
the program, the $500,000,000 issue of 134 per cent 53-month 
notes, was oversubscribed four times, mostly, as usual with 
this class of securities, going to banks. On June 26, before this 
block was absorbed by the market, the reporting member 
banks in the Reserve System held 44.2 per cent of their total 
loans and investments in securities of the Government or 
guaranteed by the Government, and the placing of this half 
billion lot has raised the proportion another notch. As the re- 
lief program proceeds deposits in banks will increase and their 
willingness to absorb more bonds is not likely to decrease. 
The situation is artificial and therefore unsatisfactory but 
it will probably continue indefinitely. 


RELIEF 
FINANCING 


The ease with which the Government con- 
tinues its financing is taken as ample proof 
that there is no longer any serious danger of currency infla- 
tion in this country and inflation of that sort as a factor in 
Investment is now generally disregarded. However, the dan- 
ger of credit inflation continues to increase as uncontrollable 
available bank credit increases and the influence of idle funds 
upon the investment market is emphasized. 

The imminence of better if not complete control of excess 
reserves in banks anticipated under the new banking act is 
expected to modify this situation and remove the most seri- 
ous danger, although it is evident that the policy of the Gov- 
ernment indefinitely is almost certain to be one of easy money 
and low interest returns upon every form of investment. 
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While most economists look for an increase in prices which 
ultimately will amount to inflation, it now seems plain that 
this increase will be slow and will be the indirect result of any 
policy the Government may adopt. Even this prospect may 
be modified by the increase in taxation which now seems at 
hand and which, in any event, cannot be delayed much 
longer. 

The proposal of the Secretary of the Treasury that the pro- 
ceeds of the new tax program be set aside to reduce the public 
debt is perhaps the most acceptable feature of that program 
although it has no real meaning until there is an end to 
budgetary deficits. The Federal authorities are already ap- 
plying funds in considerable amount to the reduction of the 
debt in the sense that they are using up assets to keep the 
funded debt as low as possible. In the first five months of 
the current year the budgetary deficit amounted to $1,165,- 
000,000 while the increase in the gross debt was only $162,- 
000,000. This was accomplished by drawing upon the un- 
usually large general balance in the Treasury to the amount 
of $607,000,000, by the expenditure of some of the profit on 
the devaluation of gold by transferring gold to the general 
fund, and by applying the proceeds of the liquidation of some 
of the Government’s credit agencies to relief. 

It is the announced plan of the Treasury eventually to use 
the exchange stabilization fund and the rest of the gold profit 
for the reduction of the debt, although it is plain that the 
stabilization fund cannot be so used for some time, probably 
several years. 


It has also been pointed out that in 
the course of its heavy expenditures 
in the past three years or so the Gov- 
ernment has acquired valuable assets in or through its credit 
agencies. This continues to be the case, but as a means of 
keeping down the mounting debt the Treasury in the first 
five months of the current year drew upon these assets in the 
amount of $170,490,370 net. Between January 1 and May 31 
the proprietary interest of the Government in credit institu- 
tions which it owned entirely fell from $3,363,816,725 to 
$3,187 ,248,354 or by $176,568,371, while its interests in credit 
concerns in which private capital was also involved increased 
from $1,113,525,728 to $1,119,603,739, or by $6,078,011. The 
assets in most of these credit agencies increased but those of 
the R.F.C. decreased by $311,034,142 as the outstanding 
credit of that concern was liquidated and the proceeds 
turned over to the Relief Administration in accordance with 
the Work Relief Act. 

The effect of this transfer was simply to apply to expendi- 
tures, for the purpose of keeping down the debt, money 
which in the intent of Congress when the R.F.C. was estab- 
lished should be applied to a reduction of the debt. So long as 
deficits continue the distinction has a meaning only with 
respect to Treasury methods and national policy. It has al- 
ways been the experience of governments that debt reduction 
is usually actually accomplished only by setting aside 
definite funds for the purpose. It is only too easy to confuse 
the repayment of debts due the Government with revenue. 

Just so soon as deficits in the budget can be stopped the 
liquidation of a considerable portion of the public debt will 
be possible without drawing upon current revenue. The ex- 
cess of assets over liabilities of these governmental agencies 
on June 1 was approximately $350,000,000 more than the 
Government’s interest. No one can expect that these assets 
will ever be realized in full but the greater part are certainly 
good and as they are realized a substantial reduction in the 
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debt will also be realized if the proceeds are rigidly applied 
for the purpose. 


SMALLER 
TREASURY BALANCES has indicated that it will here- 
after carry a comparatively small balance in its general fund 
and, inferentially, its deposits in commercial banks will be 
comparatively small. Its current financial operations are 
being arranged on that basis. 

The implication is that the Government no longer has any 
fear of its inability to secure all the necessary money at low 
rates of interest. A year or so ago, when faced with a similar 
borrowing schedule, it seems to have been felt that it would 
be wise for the Treasury to borrow for future needs whenever 
the market seemed favorable. Bond and note issues and larger 
weekly issues of bills were put out with the result that a 
general balance in the Treasury far out of line with its tradi- 
tions and far beyond immediate needs was built up. On June 
30, 1934, the net balance in the general fund was over two 
and a half billions and it remained close to that figure most of 
the time until the opening months of 1935. It was then de- 
termined to stop borrowing for the time being and use some 
of this balance to meet the increasing deficit. 

This policy has since been followed. Even after the March 
income tax collections the total net balance amounted to less 
than $2,500,000,000 and since March the decrease has been 
rapid. On June 29 the net balance was $1,841,345,539. From 
this, however, under the policy followed by the Treasury, 
must be subtracted that portion of the general fund balance 
which represents profit from devaluation and that derived 
from the coinage of silver or the issue of silver certificates 
against silver bullion. In January these funds amounted to 
$800,000,000 and $79,000,000, respectively. By the end of 
June they were $700,000,000 and $140,000,000, respectively. 
Between January and June the working balance fell from 
$1,438,949,000 to $1,001,142,000. About $100,000,000 of the 
gold fund had been used to retire national bank notes and 
after June this process was greatly accelerated. 

The working balance, accordingly, was brought to a com- 
paratively low point necessitating the beginning of the new 
borrowing movement in the $500,000,000 July 15 financing 
and subsequent smaller issues. In the first six months of the 
current calendar year Government deposits in commercial 
banks decreased by approximately $800,000,000. Between 
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$4,800,000,000 


“It is generally agreed that it will be the 
middle of November before the full 
effect of the Government’s work relief 
program can be registered in unemploy- 
ment matters and the influence of the 
spending of its $4,800,000,000 fund on 
the business situation can be measured, 
Probably, also, it will be at Jeast No. 
vember before the effect of this pro. 
gram upon Government finances can 
be estimated.”’ 


January 2 and June 26 reporting member banks lost $670,- 
000,000 in Government deposits and in the following week 
an additional $302,000,000, bringing the amount of Gover- 
ment money in these banks to only $372,000,000 on July 3. 


One important inference from this Gover- 
THE 
$4.800,000,000 ment policy is that the Treasury does not ex- 
aerate pect to spend the $4,800,000,000 work relief 
fund as rapidly as had been anticipated, and the possibility, 
if not probability, that total expenditures under the program 
will not be as large as contemplated when Congress made the 
appropriation. Both of these propositions are in line with the 
experience of the Treasury under the appropriations made 
for relief in the last fiscal year and in the expenditures made 
under the work relief program since appropriations for the 
current fiscal year were made. The hand to mouth policy by 
which the Treasury balance and Government deposits in 
commercial banks will be kept low is emphasized by the evi- 
dent plan of the Government in its loan program to alternate 
orthodox placement of security issues by offering them at an 
announced rate and offering smaller lots on a bid basis. 


AUCTION The auction system of borrowing is still 
BORROWING UP°2an experimental basis but apparently 

the Treasury intends to sound the depth of 
its practicability. The first issue on this basis, $100,000,000 
with a 3 per cent coupon, went well and the second issue of 
the same amount with a 27% per cent coupon, callable in 20 
years and maturing in 25 years, went quite as well. 

These auction issues seem to be absorbed almost entirely 
by the commercial banks which have been accustomed to the 
auction system applied to Treasury discount bills. In the 
opinion of most bankers issues of notes, whose maturity 
under the law is limited toa maximum of five years, are more 
practicable for the auction system because more acceptable 
to the banks even at a lower rate of interest. However, on 
June 29 the public debt included Treasury notes in the 
amount of $10,500,993,900 besides $155,500,000 in certifi 
cates of indebtedness and $2,052,898,000 in Treasury bills— 
a total of $12,709,391,900 or approximately 46 per cent of the 
entire interest-bearing debt in securities maturing within 
less than five years. This presents a situation which in the 
long run is beneficial neither to the Treasury nor the banks 
and is certainly dangerous from a credit control standpoint. 
GEORGE E. ANDERSON 
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HE movement toward the sound 
financing of better housing has a 
natural ally in banking institutions. 

Unfortunate experiences with real 
estate during the later depression years 
have emphasized the value of good con- 
struction and a conservative credit 
arrangement, two factors that will un- 
doubtedly be borne in mind when the 
next period of building activity develops. 

At the present time the interest of 
many banks in real estate is limited, by 
choice, to finding solutions for the 
many problems large-scale foreclosures 
have thrust into prominence. On the 
other hand, some institutions are en- 
deavoring to profit by the lessons the 
realty situation has taught, and are 
laying foundations which, if extended, 
may help prevent a repetition of the 
recent collapse. It is obvious, now, that 
too many people bought or rented living 
quarters at prices they could not afford, 
and that houses and buildings were 
erected which, to say the least, compro- 
mised the principles of sound construc- 
tion. 

Whether or not banks stay out of the 
real estate business as owners, many 
types of banking institutions will al- 
ways have a close association with the 
financing of real property. To a greater 
or less degree, they have taken an 
interest in the physical production of 
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Construction Loans 
Based on 


By 
KENNETH B. NORTON 


the buildings on which they lend 
money, the extent of this interest 
being governed, presumably, by the 
facilities at their disposal. Smaller insti- 
tutions, however carefully they may 
consider the financial responsibility of a 
mortgagor, cannot always retain staff 
experts who will check blueprints and 
keep tabs on the materials that are 
going into a house or business block; yet 
it is possible that more precautionary 
steps could be taken so as to assure 
protection of the investment. 

As an example of what one bank is 
doing, not only to find employment for 
surplus funds, but to promote the best 
construction standards, it may be in- 
teresting to look at the building loan 
department recently organized by the 
Manufacturers Trust Company of New 
York. 

This department represents an un- 
usual venture in commercial banking, 
one that has interesting social and 
financial aspects. In brief, the depart- 
ment is prepared to extend loans up to 
about $250,000 on a one-year basis for 
theerection of income-producing proper- 
ties. Credit is granted only after the 
most careful consideration of many 
factors, and the bank, through its own 
experts, supervises all stages of the 
construction. 

At the expiration of a loan’s life, 
arrangements are provided whereby the 
long term mortgage is assumed by a 
savings bank, an insurance company, 
building and loan association, or other 
institution which makes a practice of 


Mr. Norton, who is architect for the 
Manufacturers Trust Company, has 
had wide building experience, ranging 
from suburban apartments to the 53- 
story Lincoln Building in New York 
City. He is a member of the American 
Institute of Architecture 


Quality 


lending on real property. Each mort- 
gagee is to receive from the trust com- 
pany a certificate to the effect that the 
structure has been built according to 
specified standards. 

The department was formed last 
May with a fund of $5,000,000 at its 
disposal. Loan applications came in 
quickly from builders, contractors, 
brokers and others as soon as the plan 
was announced in the newspapers, and 
the list appreciated substantially during 
subsequent weeks. However, each re- 
quest for credit was so thoroughly 
investigated that the bank granted 
somewhat less than 4 per cent of the 
applications filed during the first two 
months. The construction projects ap- 
proved got under way promptly. 

The bank is endeavoring to build up a 
clientele of seasoned, reputable builders 
and is not interested in the “shoe 
string” operator whose chief purpose is 
to put up a structure that he can sell 
quickly at a profit. Rather, financing is 
being provided for buildings—mostly 
apartment houses for middle class occu- 
pants—which will not only attract the 
better grade of tenant, but will hold 
their rental value for a considerable 
period of time. 

By assuring the best type of con- 
struction the trust company believes 
that it will obviate one of the familiar 
difficulties which real property has 
encountered in recent years. Many 
banking institutions have found them- 
selves in possession of comparatively 
new buildings that have already devel- 
oped serious structural defects due to 
cheap, careless or negligent construction 
—cracked walls, sagging floors, poor 
foundations, low-grade plumbing. These 
orphans of a boom day can scarcely be 
classed as attractive investments. 

On the other hand, use of the best 
materials, designs and methods, com- 
bined with expert supervision by the 
agency which is providing the money, 
can be expected to provide residential 
or business developments that will be 
assured of profitable and reasonably 
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long careers. The Manufacturers Trust 
believes it is enabling builders to pro- 
duce marketable properties which are 
honestly constructed and which will 
hold their value for some time to come. 
The bank, in approving only the most 
modern plans, is endeavoring to look at 
least five years ahead, anticipating, if 
not creating, the architectural standards 
which will be prevalent by 1940. 

Six per cent bank interest is charged 
on the construction loans. In addition, 
there is a charge of 3 per cent to cover 
such costs as the recording tax, title 
policy, legal matters, inspections and 
overhead. The bank hopes that it can 
reduce this levy as the volume of busi- 
ness increases and its experience broad- 
ens. 

Instalments are paid on the principal 
as the work progresses, the amount of 
these advances being specified in ad- 
vance; however, no payment is made 
until the bank’s inspectors have re- 
ported favorably on the status of the 
building. 

In setting up its plan the bank relied 
largely on the organization provided by 
its own real estate department, which 
has a staff of skilled appraisers, archi- 
tects, and experts on construction and 
materials. The head of the architectural 
force was placed in charge of making 
the loans, while the responsibility of 
establishing relations with the agencies 
which will take over the permanent 
mortgages was assigned to a vice- 
president. 

Before accepting a loan application, 
the trust company undertakes several 
exhaustive surveys. First, appraisers 
from the real estate department visit 
the section where the proposed building 
is to be erected. They look over the 
district, note the types of structures 
and tenants, and make a study of 
rents and vacancies. 

This survey, in effect, appraises the 
competition which the new building 
would meet; and it enables the builder, 
in the event he gets his loan, to erect a 
structure that will be more attractive 
—and therefore, presumably, more 
profitable—than its neighbors. 

Next, the construction plans are 
studied. The architect in charge per- 
sonally goes over most of the prelim- 
inary blueprints and _ specifications, 
insisting that there be no compromise 
with quality of materials or with de- 
sign. Plans are gone over minutely, 
some being rejected im toto, others in 
part. The bank suggests changes that 
will meet its standards and will go no 
further unless and until these altera- 
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tions are complied with by the applicant. 

The third survey is an operating 
study of the proposed building. When 
an application is submitted the operat- 
ing department’s experts, who are 
familiar with buildings of all types, 
check the details—everything from the 
layout of apartments and provision for 
cross ventilation to the type of door- 
knobs and lighting fixtures. Probable 
income and expenses of the structure 
are analyzed, so that the bank will be 
enabled to estimate earnings. 

The fourth step is taken in coopera- 
tion with the New York Mortgage Con- 
ference Board. This group, representing 
savings banks, trust companies, insur- 
ance companies, building and loan 
associations and other mortgage lend- 
ers, compiles extensive data pertaining 
to real estate—density and shifts of 
population, tenants, rents, etc. The 


Manufacturers Trust asks the board 
for a report on the district in which the 
applicant wants to build, and then 
compares this information with the 
results of its own inquiry. 

There is a final checkup on the 
builder himself. An investigation js 
made of his record with respect to other 
loans or mortgages, his standing with 
his own trade, his financial statements 
and his general reputation. If he and 
his application pass these exhaustive 
tests the loan is granted. 

As soon as construction starts the 
bank inspects the work twice a week to 
be sure that specifications are being 
carried out in every particular. 

In determining the amount of money 
that should be lent on any project the 
bank estimates in detail the construc- 
tion cost and checks that against the 
value warranted by the rental income, 


FORESIGHT 


Mr. Norton says: “*The bank, in approving only the most mod- 
ern plans, is endeavoring to look at least five years ahead, 
anticipating, if not creating, the architectural standards 
which will be prevalent by 1940.’’ Below is the basement 
“weather room”’ in the Westinghouse Home of Tomorrow at 


Mansfield, Ohio 
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Court Decisions 


A DIGEST BY THE LEGAL DEPARTMENT 


OF BANK REORGANIZATION 
as TO NON-ASSENTING DEPOSITORS 


HE Minnesota Supreme Court in 

Timmer v. Hardwick State Bank on 

June 7, 1935, denied the contention 
of a purchaser of a certificate of deposit 
that the Bank Reorganization Act of 
that state was unconstitutional on the 
grounds that it violated the contract 
and due process clauses of the Federal 
Constitution. The act merely changed 
the remedy for the enforcement of the 
contract, and did not impair its obliga- 
tion. A depositor has no constitutional 
right to insist upon a particular method 
of liquidation, and in the particular case 
the depositor would probably receive 
more under the statutory reorganization 
than through forced liquidation. 

The non-assenting depositor is not 
denied due process of law by reason of 
the failure of the act expressly to give 
such a creditor an opportunity to be 
heard and to contest the order of the 
commissioner of banks approving the re- 
organization. Such order is not a final 
judgment so as to preclude such de- 
positor from proceeding at law or in 
equity for relief. 


SuCCESSION OF TRUST POWERS UPON 
CONVERSION 


A national bank, into which a state 
bank was converted, had the right to 
continue to act as fiduciary under the 
original appointments of the state 
bank. Alt v. Liberty National Bank & 
Trust Company, June 14, 1935, Ken- 
tucky Court of Appeals. 


TITLE TO PAPER IN PROCESS OF 
COLLECTION 


In the absence of state statute to the 
contrary, a Federal court held that a 
depository bank took title to a check 
deposited without restriction despite 
the printed notation: ‘All items cred- 
ited subject to payment.” The bank, as 
owner of the item which was returned to 
it because the drawer had stopped pay- 
ment, was permitted to recover the 
amount from the drawer, although he 
had already paid it to the depositor. 
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Ogden v. Goodwin (1935, C.C.A. 
Tenn.) 76 Fed. (2d) 196. 


DECEASED BANK STOCKHOLDER’S 
DouBLE LIABILITY BARRED BY STATUTE 
oF Non-CLAIM 


Where a shareholder of a bank died 
subsequently to its closing because of 
insolvency, a claim for double liability 
on his shares must be presented against 
his estate before the expiration of the 
time allowed for the presentation of 
claims, and the statute of non-claim 
will form an effective bar to any at- 
tempt to collect such claim after such 
expiration. Gray v. Love, Miss. Supreme 
Court (1935). 


DISTRIBUTION OF PROCEEDS OF LIFE 
INSURANCE MADE PAYABLE 
TO ESTATE 


A state statute provides that the 
proceeds of a life insurance policy, when 
made payable to the estate of the in- 
sured, shall be distributed to the heirs- 
at-law or legatees of the deceased, in 
accordance with the laws of succession 
or will, as the case may be. In view of 
this statute, such proceeds were held in 
Anderson v. Northern & Dakota Trust 
Company, N. D. Supreme Court (1935) 
to pass to the decedent’s heirs-at-law by 
contract, and not to the residuary 
legatees under his will. The court ap- 
parently considered that for the pro- 
ceeds to pass by will the gift must be in 
the form of a specific legacy, which was 
not the case here. 

EFFECT OF CONSOLIDATION ON 
GUARANTY 


A bank was held entitled to extend 
credit in reliance on a continuing guar- 
anty given another bank. The bank orig- 
inally guaranteed sold its assets to a 
third bank which in turn was consoli- 
dated with the bank relying on the 
guaranty. The decision was rendered 
under the California bank consolidation 
statutes providing that a successor bank, 
through purchase of assets or consolida- 
tion, “shall succeed to all contracts, 
agreements”’, etc., of the selling or con- 


solidated bank. Bank of America Nat. 
Trust & Savings Assn. v. Wren (1935, 
Cal. App.) 43 P. (2d) 830. 


DISCHARGE OF MORTGAGOR BY 
EXTENSION TO GRANTEE 


The Supreme Court of Iowa has held 
that under the law of Nebraska an ex- 
tension of time to a grantee of mort- 
gaged premises assuming payment of 
the mortgage does not discharge the 
mortgagor who did not consent to the 
extension. The reason given was that 
the mortgagor did not become a surety 
but continued as principal debtor. 
Federal Trust Co. v. Nelson (1935) 260 
N. W. 341. 


NOTICE OF DISHONOR 


A payee of a note sued the indorsers 
without giving prior notice of dishonor. 
This action was dismissed on the ground 
that suit cannot be brought before giv- 
ing such notice. However, a later suit on 
the same note was successful on the 
theory that the petition in the first ac- 
tion was a sufficient notice of dishonor. 
While ordinarily the service of a legal 
paper is not sufficient notice because not 
served in time, in this particular case 
the petition was served within the time 
required by the Negotiable Instruments 
Act. The notice was held sufficient in 
form since it described the note and 
alleged that payment had been de- 
manded of the indorsers without suc- 
cess and that the note remained unpaid 
because the Negotiable Instruments Act 
does not require any particular form of 
notice but merely identification of the 
instrument and the statement that it 
has been dishonored. 

Winn v. Perryman (1935, La. App.) 
160 So. 804. 


SEt-OFF; MUTUALITY OF CLAIMS 


In an action in equity, mutuality of 
claims is not necessary as a basis of set- 
off, according to the decision in Mar- 
marth School Dist. No. 12 of Slope 
County v. Hall (1935 N. D.) 260 N. W. 
411, which held the school district en- 
titled to set off, against its indebtedness 
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to an insolvent bank, sinking funds for 
the payment of its bonds deposited in 
said bank by the school district’s 
treasurer. 


SET-OFF OF JOINT ACCOUNT 


Application by a bank of funds in a 
joint account on the note of one of the 
joint tenants was held valid, where the 
other joint tenant made no objection 
before the death of the maker of the 
note, though all deposits were owned by 
the survivor before deposit in such joint 
account. Schwartz v. First Trust and 
Deposit Co. (1935 App. Div.) 278 N. Y. 
S. 844, 


MortcGacEs; GOLD CLAUSE; 
MORATORIUM 


The contentions of the mortgagor, in 
seeking an injunction to prevent the 
foreclosure sale of his mortgaged prop- 
erty, that the mortgagee, before declar- 
ing the indebtedness due and posting 
the property for sale, should elect 
whether he would insist on payment of 
the obligation in gold as was stipulated 
in the mortgage note or would accept 
other lawful currency, and that, the 
state mortgage moratorium statute hav- 
ing been declared unconstitutional, the 
court should exercise its equity powers 
to grant the mortgagor similar relief, 
were denied by the court in Stone v. 
Watt (1935, Tex. Civ. App.) 81 S. W. 
(2d) 552. 

GARNISHMENT OF CONTENTS OF SAFE 
Deposit Box 


The contents of a safe deposit box 
which can be opened only by the simul- 
taneous use of two keys, one of which 
the depositor has, the other of which the 
bank retains, are not subject to garnish- 
ment, according to the decision in C. V. 
Wells v. First National Bank and Trust 
Company of Minneapolis, Supreme 
Court, Minnesota, April 12, 1935. The 
bank with respect to such contents did 
not come within the application of the 
phrases “in his possession”’, “under his 
control”, and “in his hands”, as used 
in the Minnesota garnishment statute, 
since the relationship between the bank 
and the depositor is that of lessor and 
lessee and not bailor and bailee. 


Usury; RENEWAL NOTES 


In Manning v. Christian (1935, Tex. 
Com. App.) 81 S. W. (2d) 54, a renewal 
note which was tainted with usury was 
held not to preclude recovery on the 
antecedent indebtedness to the extent 
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that it was not necessary to rely on the 
renewal in order to prevent the ante- 
cedent indebtedness from being out- 
lawed. 


Bank Expense 


Aecounts 


— years ago we carried our ex- 
pense account on the individual 
ledger, posting only the total expense 
accumulated on the general ledger. 
Payments were made by cash and 
checks. All items of expense were listed 
on the expense register. Checks were 
filed by the bookkeepers and receipted 
bills were placed in pigeonholes. 

The writer was thoroughly cured of 
the use of this system when a bank 
examiner requested all checks and re- 
ceipted bills placed in the order in which 
they were listed on the expense register 
so that an audit could be made. Another 
objection to the system (now used by 
some banks) was the fact that an ac- 
count belonging to the bank should not 
be carried with the individual accounts. 

The proper set-up on the general 
books for expense requires that two ac- 
counts be opened, namely, expense ac- 
count and expense checks. When using 
an expense register it is possible to post 
only the total of expense checks issued 
daily on the expense account while on 
the expense check account it is best to 
debit and credit each check. 


Although receipts must be retained 
by banks, a simple method may be 
employed for reducing the number of 
expense checks issued and filing receipts 
with the checks. Banks pay local firms 
for such items as stationery, pen points 
carbon paper, rubber bands, ink, eras. 
ers, pencils, janitor supplies, dues, re. 
pairs, postage, light, and telephones, 
We do not issue an expense check 
covering each of these bills, but we re. 
quest merchants to present such ac- 
counts to an officer of the bank for 
payment in cash. When payment is 
made the bill is marked paid and we 
take a receipt from the collector. 

We have found it more convenient to 
use receipts since they do not cram our 
files and are more easily handled be. 
cause of their uniformity of size. The 
receipted bill is placed in a letter file for 
use of the purchasing officer and the re- 
ceipt for the amount of the account is 
held as a cash item for a short time. 

Our motive in holding these small 
expense items is for the purpose of ac- 
cumulating a number of them so that 
one expense check can be issued in 
payment of all items. We pay the ac- 
counts the first three days of each month 
in order that salaries may be included, 
The expense items are not held longer 
that three days before they are charged 
out to the expense account. 

GeEorGE R. 
Cashier 
Commercial National Bank 
Demopolis, Alabama 
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NDREDS of Recordak installations 
are operating today in well managed 
banks from coast to coast, many of 
them small community institutions. 
In these banks... 
Recordak has proved valu- 
able as a genuine safeguard... 
Recordak has reduced oper- 
ating, overhead expenses by as much 
as 45% in per item costs... 
Recordak has providedanew 
service and protection for depositors... 
Recordak has achieved the 
maximum of operating efficiency in 
small banks, and large, at a minimum 
of cost... 
Recordak and Recordak photographic 
systems have won nation-wide recog- 
nition as real operating assets to banks 


Ques is a 
small bank 


having checking 


deposits of about 


$500,000...’ 


of every size and character. Branch 
offices are in Boston, Philadelphia, 
Washington, Atlanta, Pittsburgh, 
Chicago, Los Angeles, San Francisco, 
Portland (Ore.). The Canadian com- 
pany has offices at Montreal and 
Toronto. Recordak Corporation (Sub- 
sidiary of Eastman Kodak Company), 
350 Madison Avenue, New York. 
*Excerpt from a letter from the First National 
Bank of Warwick, New York (the bank illus- 
trated), Recordak equipped throughout, one of 
the many small banks that are making profitable 
use of the Recordak system. 


Your bank can profit 
with RECORDAK 
Let us tell you how 
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An old map (1803) of the American Bankers Association’s 1935 Convention City 


nual Convention of the American 

Bankers Association, to be held in 
New Orleans, November 11-14, are 
already under way. 

Convention committees which are to 
have charge of the various arrange- 
ments and activities have been ap- 
pointed, and the Hotel Committee has 
sent to all Association members an ap- 
plication for reservations, with a re- 
minder that it is advisable to obtain 
accommodations as early as possible. 

The committees comprise representa- 
tives of the New Orleans Clearing 
House Association, the official Conven- 
tion host. Charles DeB. Claiborne, 
vice-president of the Whitney National 
Bank, is general chairman of the Execu- 
tive Committee, and James H. Kepper, 
executive vice-president of the Hibernia 
National Bank in New Orleans, is vice- 
chairman. Chairmen of the other com- 
mittees are: 

Hotel Committee: Dale Graham, 
vice-president, The National Bank of 
Commerce in New Orleans. 

Golf Committee: Nelson Whitney, 
vice-president, Whitney National Bank. 

Registration Committee: C. S. Bau- 
man, vice-president, American Bank & 
Trust Company. 

Publicity Committee: F. W. Ells- 
worth, vice-president, Hibernia Na- 
tional Bank in New Orleans. 

To assist members in making their 
reservations, the Hotel Committee has 
listed various hotels in New Orleans, 
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for the 61st An- 


CALENDAR 


which are within easy distance of the 
Roosevelt, the Convention headquar- 
ters. The list, in addition to the Roose- 
velt, includes the St. Charles, Jung, 
Monteleone, New Orleans, Bienville, 
De Soto, Pontchartrain, La Salle and 
Lafayette. The committee’s folder gives 
the rates charged by each. Members are 
requested to state first, second and 
third choices. 


The F.A.A. Convention 


THE men and women who have made 
an important contribution to the im- 
provement in the public’s attitude to- 
ward banks—a trend that is discussed 
elsewhere in this issue of BANKING— 
will gather at Atlantic City, New Jersey, 
September 9-11, for the 20th annual 
convention of the Financial Advertisers 
Association. 

The chief topic to be discussed by 
these advertising executives of the 
country’s banking and investment insti- 
tutions is the development of construc- 
tive public relations; expressed less 
formally, it is: How to sell the public on 
banks. 

On the tentative list of speakers ap- 
pear representatives of the banking 
profession and men who can talk with 
authority on advertising, public rela- 
tions and various aspects of finance. 
The announced list of speakers includes: 
Robert V. Fleming, president, Riggs 
National Bank, Washington, D. C., and 
First Vice-president, American Bankers 
Association; L. G. McDouall, president, 


New Jersey Bankers Association; Frank 
F. Brooks, president, First National 
Bank, Pittsburgh, and president, Penn- 
sylvania Bankers Association; Avery 
G. Clinger, president, Ohio National 
Bank, Columbus; F. R. Kerman, Public 
National Bank & Trust Company, New 
York; Charles R. Gay, president of the 
New York Stock Exchange; Edward L. 
Bernays, public relations counsel, New 
York; Granville B. Jacobs, New York; 
and G. M. Hubbard, president, Dore- 
mus & Company, New York. 

J. F. T. O’Connor, Comptroller of the 
Currency, is announced as guest speaker 
at the annual banquet at the Ambassa- 
dor hotel. 

The program also provides for depart- 
mental clinics on financial publicity and 
advertising. 

Present officers of the Association 
are: president, I. I. Sperling, assistant 
vice-president, The Cleveland Trust 
Company; vice-presidents, Robert W. 
Sparks, vice-president, The Bowery 
Savings Bank, New York; Thomas 
J. Kiphart, Fifth Third Union Trust 
Company, Cincinnati; William H. Neal, 
vice-president, Wachovia Bank & Trust 
Company, Winston-Salem, North Caro- 
lina; treasurer, Fred W. Mathison, Na- 
tional Security Bank, Chicago. 


I. B. A. Nominations 


THE board of governors of the Invest- 
ment Bankers Association of America 
has nominated Orrin G. Wood of Esta- 
brook & Com- (ConTINUED ON PAGE 48) 
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\\ Cs 4 Tow NEW ORLEANS : = | 
CARNEGIE INSTITUTION AND AMERICAN GEOGRAPHICAL SociETy 
HISTORICAL NEW ORLEANS 
j 


5— INTERNATIONAL REPUTATION 


The COMMERCIAL UNION 
GROUP guards jealously the high 
esteem which Agents, Brokers 
and Policyholders everywhere have 
for each individual Company. 


The advantage of placing your 
clients’ insurance through an organi- 
zation, such as the Commercial 
Union Group, is not alone in the 
financial strength, future protection, 
service and loss settlement, but is 
also found in the superior facilities 
which only an international organi- 
zation can render. 


(COMMERCIAL UNION ASSURANCE COMPANY, LIMITED 


THE OCEAN ACCIDENT AND GUARANTEE CORPORATION, LIMITED 
‘AMERICAN CENTRAL INSURANCE COMPANY 
COLUMBIA CASUALTY COMPANY 
THE CALIFORNIA INSURANCE COMPANY 
THE PALATINE INSURANCE COMPANY, LIMITED 
THE BRITISH GENERAL INSURANCE COMPANY, LIMITED 
UNION ASSURANCE SOCIETY, LIMITED 
THE COMMERCIAL UNION FIRE INSURANCE COMPANY | 
(seek 


Are preferred by Acents Biles and Policyholders 


COMMERCIAL UNION GROUP 


This is the last of a series of five advertisements showing the facilities of this Group 
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pany, Boston, as president of the asgo. 
ciation for the year 1935-1936. The 
present president is Ralph T. Crane of 
Brown Harriman & Company, New 
York. 

The board has also named the te. 
mainder of the regular ticket to be 
voted upon at the association’s 24th 
annual convention at White Sulphur 
Springs, West Virginia, October 26 to 
30. Inasmuch as the official selections 
have always been approved by the 
convention, nomination is considered 
equivalent to election. 

Mr. Wood was born on Staten Island, 
New York, November 29, 1886. After 
his graduation from Harvard College 
in 1909 he joined the staff of the State 
National Bank of Boston, later con- 
solidated with the Merchants National 
Bank of Boston, which he served as 
vice-president from October 1915 until 
July 1920. He became treasurer of the 
Aetna Mills, of Watertown and Fitch- 
burg, Massachusetts, in the Fall of 1920 
and continued in that capacity until 
January 1, 1922, when he entered 
the Estabrook firm. He has been a 
partner of the firm continuously since 
that date. 

Mr. Wood has been active in the as- 
sociation’s affairs for a number of years, 
both in its New England group, which 
he served as chairman in 1928-1929, 
and in the national organization, to 
whose board of governors he was 
elected in 1933. He has served as 
chairman of the Federal taxation com- 
mittee of the (CONTINUED ON PAGE 50) 


There is anatural tendency 
toward laxity in extending 
credit in periods of pros- 
perity when payments are 
promptly made and col- 
lections are easy. 


That lesson has been 
learned. 


But must we re-learn the 
importance of direct pres- 
entation and quick returns 
when the demand for credit 
increases and reserves are 
again a matter of careful 
planning? 


Our continuously operat- 
ing transit and collection 
departments are at your 
service. 


Orrin G. Wood, named president of the 


Investment Bankers Association 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital and Surplus. . . . $30,000,000 
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Statement of Condition on June 29, 1935 


Assets 


Cash, Due from Banks and Bankers $173,290,513.31 
Exchanges for Clearing House 29,088,829.67 
U. S. Government Securities 445,114,393.94 
43,933,822.18 
171,683 ,809.23 
State and Municipal Bonds 36,134,105.76 
Stocks of Federal Reserve Bank and Bank for International 
Settlements . 2,310,000.00 
Other Securities and Investments 28,872,001.56 
Mortgages Owned 2,375,617.07 
Banking Premises 20,388,204.63 
Real Estate Formerly Occupied as Banking Premises . . . 1,403,735.77 
Accrued Interest and Accounts Receivable 3,250,239.51 
Customers’ Liability on Acceptances 2,560,959.43 
Liability of Others.on Acceptances, etc., 
Sold with Our Endorsement 890,317.58 
$961,296,549.64 
Liabilities 
$25,000,000.00 
Surplus Fund 50,000,000.00 
Undivided Profits 13,316,119.82  $88,316,119.82 
Contingency Fund 16,789,217.77 
U. S. Government Deposits, Secured . . . 44,490,700.00 
State and Municipal Deposits, Secured . . 750,000.00 
Other Deposits 782,457 ,560.24 
Outstanding and Certified Checks . . . . 20,605,470.95 848,303,731.19 
Dividend Payable July 1, 1935 1,875,000.00 
Accrued Interest Payable 26,073.11 
Unearned Interest 304,973.23 
Reserve for Taxes and Expenses 1,799,870.59 
Outstanding Acceptances 7,060,761.39 
Less Amount in Portfolio 4,069,515.04 2,991,246.35 
Acceptances, etc., Sold with Our Endorsement 890,317.58 


$961,296,549.64 


As required by law, bonds carried at $48,395,880.51 have been deposited to secure deposits as 
indicated above and for other purposes. 


DIRECTORS 
SEWARD Prosser, Chairman, Managing Committee A. A. TILtney, Chairman of the Board 
Henry J. CocHran, Vice Chairman of the Board S. SLoan Cot, President 
STePHEN Bircu Joun I. Downey Frep I. Kent Hersert L. Pratt 
Cornetius N. Buiss WiuiaM Ewinc Gates W. McGarrau Joun J. Rasxos 
Tuomas CocHRraAN S. Parker Gipert Paut Moore Cuartrs L. Tirrany 
WituiaM L. De Bost JamesG.Harsorp Danie E. Pomeroy B. A. Tompxins 


BANKERS TRUST COMPANY 


16 WALL STREET + NEW YORK 


FIFTH AVENUE at 42nd STREET . 57th STREET at MADISON AVENUE 
LONDON OFFICE: 26 OLD BROAD STREET 
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OHIO’S LARGEST NATIONAL BANK 


CENTRAL 
UNITED 


NATIONAL 


TRANSIT 


Speeding by fast plane and train... day 
and night...to and from Ohio’s largest 
national bank each day millions of dollars 
in“transit items” carry the names of nation- 
ally known business firms who find that 
Central United National is a good bank 
to do business with in the Cleveland area. 


STATEMENT OF CONDITION 
JUNE 29, 1935 


ASSETS LIABILITIES 
Cash in Vault and with Banks $20,619,591.47 Capital Stock — 


United States Government Preferred « « «  $8,000,000.00 
Bonds and Home Owners’ 


Loan Corp. Bonds. . . 50,491,666.42 Capital Stock — 
Other Bonds and Securities Common. .... . 5,000,000.00 

including Stock of the 

Federal Reserve Bank . 8,502,236.43 
Accrued Interest and Other 

Assets. . . . . 1,351,520.47 Reserve for Interest, 
Bank Premises. . . . . 3,522,469.94 Taxes, Etc. . . . . . $82,316.04 
Other Real Estate. . . . 2,028,433.09 Other Liabilities . . . . 59,419.56 
Customers’ Liability under 

Acceptances and Letters 

of Credit. ..... 1,657,459,88 and Acceptances . . . 1,658,075.41 


Loans and Discounts. . . 46,064,263.65 Deposits. . . . . . . 117,617,163.68 


Surplus and Undivided 


Total Assets . . . . . $134,237,641.35 Total Liabilities . . . . $134,237,641.35 
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association and as a member of varioys 
other committees. He was a member 
of the committee which prepared the 
preliminary draft of the fair practice 
provisions of the Investment Bankers 
Code, and early in 1934 was appointed 
a member of the Investment Bankers 
Code Committee, established to admin. 
ister that code. 

Mr. Wood is a director of: 

Appleton Company, Blackstone 
Valley Gas & Electric Company, Electric 
Light & Power Company of Abington 
and Rockland, Fisk Rubber Corpora- 
tion, Hope Webbing Company, Paw. 
tucket Gas Company, Reece Button 
Hole Machine Company, William 
Underwood Company (trustee), and 
Union Twist Drill Company. His home 
is in Brookline, Massachusetts. 

Other association nominations are: 

For executive vice-president: Alden 
H. Little, Chicago. 

For vice-presidents: Earle Bailie, 
J. & W. Seligman & Company, New 
York; Albert P. Everts, Paine, Webber 
& Company, Boston; George P. Hard- 
grove, Ferris & Hardgrove, Seattle; 
Daniel W. Myers, Hayden, Miller and 
Company, Cleveland. 

For treasurer: D. T. Richardson, 
Kelley, Richardson & Company, Inc., 
Chicago. 

For secretary: C. Longford Felske, 
Chicago. 

For governors (one year term expir- 
ing in 1936): F. Seymour Barr, Barr 
Brothers & Company, Inc., New York; 
Ralph T. Crane, Brown Harriman & 
Company, Inc., New York, ex-officio 
member of next year’s board as retiring 
president. 

For governors (three year term ex- 
piring in 1938): George W. Bovenizer, 
Kuhn, Loeb & Company, New York; 
Allan M. Pope, First Boston Corpora- 
tion, New York; Sidney J. Weinberg, 
Goldman, Sachs & Company, New 
York; Edward B. Hall, Harris Trust 
and Savings Bank, Chicago; Francis F. 
Patton, A. G. Becker & Company, 
Chicago; Charles S. Cheston, Edward 
B. Smith & Company, Philadelphia; 


| Albert E. Van Court, William R. Staats 


Company, Los Angeles; Louis J. Nico- 
laus, Stifel, Nicolaus & Company, Inc, 
St. Louis; Yelverton E. Booker, Y 
E. Booker & Company, Washington; 


| Thomas W. Gregory, Jr., Gregory- 


Eddleman Company, Houston; William 
M. Marshall, Spokane and Eastern 


| Trust Company, Spokane. 
CENTRAL UNITED NATIONAL BANK OF CLEVELAND | 


(CONTINUED ON PAGE 52) 
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The 


New York Trust 
Company 


Member of the Federal Reserve System and of the New York Clearing House Association 
100 BROADWAY 


40th St. & Madison Ave. 


Fifth Ave. & 57th St. 


CONDENSED STATEMENT OF CONDITION 
At the close of business, June 30, 1935 


RESOURCES 


Cash on Hand, in Federal 
Reserve Bank and Due 
from Banks and Bankers $47,945,052.38 


United States Government 
Securities . . 134,924,730.62 


Reconstruction Finance 
Corporation Notes . 2,500,000.00 


Other Bonds and Securities 38,725,570.42 
Loans and Bills Purchased. 122,236,881.82 


Accrued Interest and Other 


Resources . 2,952,717.49 
2,138,259.76 


648,454.04 


Mortgages Owned . 
Equities in Real Estate 


Banking Houses — nr 
and Leasehold ‘ 


Customers’ Liability for 
Acceptances and Letters 
of Credit ; 

Liability of Others on i 


ceptances, etc., Sold with 
Our Endorsement 


2,750,966.01 
3,153,784.09 


267,381.56 
$358,243,798.19 


LIABILITIES 
Capital . $12,500,000.00 


Surplus . — 20,000,000.00 


Undivided 
Profits . 1,361,490.44 $33,861,490.44 


Reserves: 


For Contingencies 11,065,591.12 


For Taxes, Interest, etc..  1,862,163.03 


Deposits . 301,880,254.61 


Outstanding 

Checks . _5,037,529.73 306,917,784.34 
Dividend 29, 

a 625,000.00 


Acceptances and Letters of 
Ceedit. . .... . 3,644,387.70 


Acceptances, etc.,Sold with 


Our Endorsement 267,381.56 


$358,243,798.19 


United States Government obligations and other securities carried at $17,523,874.63 in the above 
statement are deposited to secure public and trust deposits and for other purposes required by law. 


Trustees 
EDWARD E. LOOMIS 


President, Lehigh Valley Railroad Co. 


MALCOLM P. ALDRICH 
New York 


ARTHUR M. ANDERSON 


RUSSELL H. DUNHAM 
President, Hercules Powder Company 


J. P. Morgan & Company 


MORTIMER N. BUCKNER 
Chairman of the Board 


JAMES C. COLGATE 
James B. Colgate & Company 


WILLIAM F. CUTLER 
Vice-President 
American Brake Shoe (& Fdy. Co. 


FRANCIS B. DAVIS, JR. 


President, United States Rubber Co. 


HARRY P. DAVISON 
J. P. Morgan & Company 


SAMUEL H. FISHER 
Litchfield, Conn. 


JOHN A. GARVER 
SheArman & Sterling 


ARTEMUS L. GATES 
President 


F. N. HOFFSTOT 


President, Pressed Steel Car Co. 


B. BREWSTER JENNINGS 
Standard Oil Co. of New York 


ROBERT A. LOVETT 
Brown Brothers Harriman & Co. 


HOWARD W. MAXWELL 
New York 


HARRY T. PETERS 
New York 


DEAN SAGE 
Sage, Gray, Todd & Sims 


LOUIS STEWART, SR. 
New York 


VANDERBILT WEBB 
Milbank, Tweed, Hope & Webb 
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(There's something about 


WISCONSIN. 


@ We who live here love Wisconsin’s lakes and streams and rolling 
woodlands as our natural heritage. But those who come as visitors like- 
wise fall heir to the enchantment of this grand vacationland. For there’s 
something about Wisconsin . .. some subtle, unaffected charm... im- 
pelling many a casual visitor to come again. 


But Wisconsin is far more than a famed vacation playground. Here 
agriculture, industry and commerce form a well-balanced whole of first- 
rank importance in the nation’s economic life. 


And for more than 82 years, this bank has served Wisconsin . . . con- 
structively and dependably . . . throughout all the ups and downs 


of the fickle business cycle. Today 

chosea as Milwaukee depos, ERRSE 

tary by more than 80 per cent of WISCONSIN 
NATIONAL 

BANK 


all the banks in this state. 
of Milwaukee 


Sank 
for Bank 
or San 
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International Trade 


SUGGESTIONS for bringing aboy 
provisional stabilization of the interna. 
tional exchanges, beginning by measures 
to limit the range of fluctuation be- 
tween the pound and the dollar, were 
laid before the International Chamber 
of Commerce convention at Paris in ap 
address prepared by R. S. Hecht, Pregi. 
dent, American Bankers Association, 

Mr. Hecht had planned to speak in 
person, but had to cancel his trip in 
order to remain at Washington in con. 
nection with the Association’s efforts to 
obtain satisfactory changes in pending 
banking legislation. His address was 
therefore distributed to delegates by 
Joseph J. Larkin, executive vice-presi- 
dent, The Chase Bank, Paris, who in 
Mr. Hecht’s absence was designated as 
chairman of the American Bankers As- 
sociation’s delegation. 

The subject of the paper was “ Finan- 
cial Barriers to International Trade.” 
Attributing these barriers to war and 
post-war conditions, such as nationalis- 
tic trade restrictions, unbalanced world 
production and trade and the more 
recent abandonments of the gold stand- 
ard, Mr. Hecht described the impeding 
effects on the free flow of international 
trade caused by governmentally in- 
posed exchange restrictions, interference 
with imports and exports and particu- 
larly by a multitude of discriminatory 
bilateral trade agreements. 

“Such methods and devices are de- 
structive of natural channels of trade 
and competitive price levels and their 
very existence makes stabilization that 
much more difficult to accomplish,” Mr. 
Hecht declared. “None of these artifi- 
cial methods has been really satisfac- 
tory.” 

He mentioned the loss of a large vol- 
ume of international travel and of the 
flow of long time capital among nations, 
which formerly served as factors in 
stimulating and balancing international 
trade. He also spoke of the difficulties of 
obtaining an agreement among repre 
sentatives of the various nations as to 
the best methods to pursue in abolishing 
restrictive conditions and bringing about 
general stabilization. 

“We must also face the fact that no 
government is apt to be willing to re 
nounce permanently its freedom ° 
action in respect to quotas, tariffs and 
exchange restrictions so long as fluctua- 
tions in currency values in other coun 
tries can un- (CONTINUED ON PAGE 54) 
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DISTRIBUTION OF 


INSTITUTIONS 


BANKING ON 


ORRIS PIN, 


CHARACTER 


FOR A QUARTER CENTURY 


Twenty-five years ago, Arthur J. Morris, 
a young attorney of Norfolk, Virginia, 
founded the first Morris Plan bank. 


His idea was to establish a new kind 
of bank —a savings bank that would 
make one year loans to any individual 
of integrity who could, by means of 
small periodic deposits out of income, 
accumulate money enough to pay the 
note when due. The fundamental thought 


was to provide bank credit for those 


who could not meet commercial bank 


requirements. 


The idea was sound. It has broadened in 
scope and in territory until today there 
are Morris Plan institutions in most of 
the larger communities from coast to 
coast. Commercial banks have contrib- 
uted materially to this growth by refer- 
ring undesired, but not undesirable, 
borrowing applicants to local Morris 


Plan institutions. 


< MORRIS 2 
PLAN 


MORRIS PLAN 


15 East Farzetre STREET 


BANKERS ASSOCIATION* 


+ BALTIMORE, MARYLAND 


AKRON, OHIO 
ALBANY, NEw YORK 
ARDMORE, OKLA. 
ASHEVILLE, N. C. 
ATLANTA, GEORGIA 
Auburn, N. Y. 
BALTIMORE, MARYLAND 
BARTLESVILLE, OKLA. 
BINGHAMTON, N. Y. 
Boston, Mass. 
BRIDGEPORT, CONN. 
BrockTon, Mass. 
BurFraLo, New YorK 
Bur.INGTON, N. C. 
CEpAR Rapips, Iowa 
CHATTANOOGA, TENN. 
CHELSEA, Mass. 


This series of advertisements is sponsored by Morris Plan institutions in the following cities: 


LOWELL, MAss. 
MALDEN, Mass. 
MANCHESTER, N. H. 
MIAMI, FLORIDA 
MINNEAPOLIS, MINN. 
New BEDFORD, Mass. 
New Haven, Conn. 
Newport, R. I. 

New York, N. Y. 
OAKLAND, CALIF. 


DALLAs, TEXAS 
DAVENPORT, IOWA 
Dayton, OHIO 
DENVER, COLORADO 
Des Mornes, Iowa 
DuLuTH, MINNESOTA 
En1p, OKLA. 

RIvER, Mass. 
Fort MYERs, FLA. 
Fort WAYNE, IND. 
Fort WorTH, TEXAS 
HARTFORD, CONN. 
HOLyoOKE, Mass. 
Kansas City, Mo. 
KNOXVILLE, TENN. 
LAWRENCE, Mass. 
LEwIsTON, MAINE 


ORLANDO, FLORIDA 
PAwTuCcKET, R. I. 
PHILADELPHIA, PA. 
PHOENIX, ARIZONA 
PORTLAND, MAINE 
PorTsMOUTH, VA. 
PROVIDENCE, R. I. 


OKLAHOMA City, OKLA. 


ROcHESTER, N. Y. 
Str. Paut, MINN. 

Str. Mo. 
SALEM, Mass. 

San ANTONIO, TEXAS 
San FRANCISCO, CAL. 
SAVANNAH, GEORGIA 
ScHENECTADY, N. Y. 
SHAWNEE, OKLA. 
SPRINGFIELD, MAss. 
SPRINGFIELD, OHIO 
Stockton, CAL. 
Syracuse, N. Y. 
TAMPA, FLORIDA 
TERRE Haute, IND. 
TOLEDO, OHIO 
Topeka, KANSAS 
Tucson, ARIZONA 


TuLsa, OKLA. 

Utica, New York 
WasHIncrTon, D. C. 
WATERBURY, CONN. 
WATERLOO, Iowa 
WESTERLY, R. I. 
West Warwick, R. I. 
WHEELING, W. VA. 
WicuiTa, KANSAS 
WILMINGTON, DEL. 
WiLMIncTon, N. C. 
WINnsTON-SALEM, N. C. 
Woonsocket, R. I. 
WORCESTER, Mass. 
Yonkers, N. Y. 
York, PENNSYLVANIA 
YouncstTown, OHI0 


LoulIsvILLE, Ky. 


*with which is affiliated the Industrial Bankers Association, Inc. 


CLEVELAND, OHIO 
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dermine and radically change its whole 
export trade,” he said. ‘Therefore, it 
seems inevitable that monetary stabili- 
zation and relaxation of trade restric- 
tions must be considered together and 
probably solved at the same time.” 

The equalization fund in Great 
Britain and the stabilization fund in the 
United States, Mr. Hecht said, have 
apparently been wisely and effectively 
used to prevent violent fluctuations be- 
tween the principal currencies, resulting 
in a considerable degree of temporary 
stabilization under which British and 
American trade can be properly carried 
on. 

“Tf as the next step it were possible to 
reach a provisional stabilization which 
would limit the range of fluctuation 
between the pound and the dollar, it 
would probably not be long before prog- 
ress could also be made with respect to 
the franc and the other principal cur- 
rencies,” he stated. 

“Tt is altogether likely that if some of 
the business and financial leaders of the 
most important commercial nations 
would sit down together to discuss un- 
officially ways and means of bringing 
about such practical though provisional 
stabilization of the exchanges, the re- 
sulting benefits to international trade 
would be surprising. Moreover, once 
any tentative agreements between the 
countries in a key position were worked 
out, it should not be difficult to induce a 
number of other countries to join. Then 
after such voluntary and unofficial 
stabilization had been tested out for a 
sufficient length of time some of the 
other artificial impediments to trade 
could be gradually removed. This 
would lead to a renewal of international 
confidence and ultimately to a formal 
economic conference.” 


A Use for Prize Money 


THE first thought of James W. Dodd, 
Jr., after receiving his $300 prize 
money as winner of second place in the 
public speaking contest for the A. P. 
Giannini Prizes at the recent Omaha 
Convention of the American Institute 
of Banking, was to pay off the balance 
of a loan scholarship he held from the 
American Bankers Association. He had 
previously reduced this to $190 by 
monthly instalments and has already 
taken steps to liquidate the balance. 
These facts are brought out in a state- 
ment by the American Bankers Asso- 
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ciation Foundation for Education in 
Economics. 

Mr. Dodd, employed in the examin- 
ing department of the Federal Reserve 
Bank of Richmond, had received a $250 
loan from the Foundation in 1932. 
He felt that his sense of obligation to 
the Association should go further than 
mere repayment in the ordinary course 
and wanted to hasten the time when 
the funds which he returned would be 
available to another. 


CONVENTIONS 


A.B.A. Meetings 


Oct. 31- Thirteenth Regional Trust Con- 

Nov. 1 ference of the Pacific Coast and 
Rocky Mountain States, Los 
Angeles, California 

Nov. 11-14 A.B.A. Convention, Roosevelt 
Hotel, New Orleans, Louisiana 


State Associations 


Sept. 11-12 Kentucky Bankers Association, 
Louisville 


Arizona Bankers Association 
Phoenix 


Other Groups 


National Securities Traders Asso. 
ciation, Netherland Plaza Hotel 
Cincinnati, Ohio 
Maine Savings Banks Associatio, 
Rockland, Maine ; 
Financial Advertisers Association 
Atlantic City, New Jersey 
Machine Tool Show, Cleveland 
Ohio 
Massachusetts Savings Banks As 
sociation, New Ocean House 
Swampscott, Mass. 
New York State Savings Banks 
Association, Hotel Statler, By. 
falo, New York 

The Mortgage Bankers Associa. 
tion of America, French Lick 
Springs, Indiana 

Morris Plan Bankers Association, 
Cavalier Hotel, Virginia Beach, 
Virginia 

Federation of Mutual Fire Insur. 
ance Companies, Hotel Fort 
Des Moines, Des Moines, Iowa 
Investment Bankers Association, 
White Sulphur Springs, West 
Virginia 

United States Building and Loan 
League, Cincinnati, Ohio 
National Foreign Trade Conven- 
tion, Houston, Texas 


DUFFY IN THE BALTIMORE SUN 


The Prisoner of Devil’s Island, D. C. 
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Sept. 5- 6 
Sept. 9-11 
Sept. 11-21 
Sept. 12-14 
Sept. 26-27 
Oct. 2-4 
Oct. 7-10 
Oct. 26-30 
Aig NOUN G + Ee 
ux JN 
> 
= 


“As Beneficial in a small 
bank as in a large one” 


SAYS MR. A. L. JENKINS, 
TREASURER OF CORTLAND SAVINGS 
BANK, CORTLAND, N. Y. 


® National Posting Machines in use in 


Cortland Savings Bank, Cortland, N.Y. 


@ Whether you operate a 
small bank or a large bank, 
here is a letter that you will 
want to read. It tells the 
story of National Posting 
Machines from the user’s 
point of view. 

After reading this letter, 
we believe that you will be 
convinced that any machine 
which offers so many advan- 
tages certainly deserves a 
thorough investigation. A 
telephone call to our local 
representative or a letter to 


us will bring you all the facts. 


DAYTON, O 


Cash Registers @ Typewriting-Bookkeeping Machines @ Posting Machines @ Analysis Machines @ Bank-Book- 
keeping Machines @ Check-Writing and Signing Machines @ Postage Meter Machines @ Correct Posture Chairs 
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SYASILYAACY TYIONYNIA 


A CONTRIBUTION TO Sounp 


Three Days in September 


Mi csenes of the ABA—executives who create policies; who col- 
lectively guide the course of American banking—are invited to 
attend the Twentieth Annual Convention of the Financial Adver- 
tisers Association at Atlantic City, September 9 to 11. 


This convention brings to a focus a full year’s work. Advertising, 


customer and public relations prob- 
lems, plans for building better business 
for banks, are presented by men who 
have met and, to some extent at least, 
solved these problems. 


There is value to those who must 
make decisions in their own banks in 
knowing what to do, as well as what to 
avoid. You can get a dollar-and-cents 
return on participation in the F.A.A. 
convention at Atlantic City. 


Departmental sessions are clinics, well- 
planned with sound leadership, but 
with ample opportunity for discussion. 
They are the class-rooms of the 
Association. 

fe 


The Advertising Exhibit is always a 
feature of F. A. A. conventions — an 
attractive presentation of the year's 
financial advertising with opportunity 
to discuss policy and plan behind copy. 


Atlantic City is attractive in September. 
The convention is serious; but the 
Ambassador is a good hotel and you 
certainly ought to have a good time. 


Preston E. Reed, the Executive Secre- 
tary of the Association, 231 South La 
Salle Street, Chicago, will be glad to 
make both your hotel and convention 
registrations. 


ON THE PROGRAM 


L. G. McDouall, President, New Jer- 
sey Bankers Association, opening the 
convention with an address of 
welcome. 


Robert V. Fleming, President, Riggs 
National Bank, Washington, and 
Vice-President, American Bankers 
Association, “The Spirit of American 
Banking.” 


Edward L. Bernays, Public Relations 
Counsel, New York City, “Molding 
Public Opinion.” 


Frank F. Brooks, President, First 
National Bank, Pittsburgh, and Presi- 
dent, Pennsylvania Bankers Associ- 
ation, “The Biggest Selling Job in 
America.” 


Avery G. Clinger, President, Ohio 
National Bank, Columbus, “Public 
Education Through Associations.” 


F. R. Kerman, Public National Bank 
& Trust Company. New York City, 
“Today's Financial Advertising.” 


Granville B. Jacobs, New York City, 
“Hold Present Business, Get New 
Business.” 


G. M. Hubbard, President, Doremus 
& Company, New York, “Public Re- 
lations as it Affects Investment 
Banking.” 


Charles R. Gay, President, New York 
Stock Exchange, “Public Relations 
and the New York Stock Exchange.” 


Hon. J. F. T. O’Connor, Comptroller 
of the Currency, guest speaker at the 
Banquet. 


(And Many Others) 


CONVENTION .. ATLANTIC CITY ..SEPT. 9 to 11 
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ONDINYA 


Anti-Crime 


School 


HE training school for state, county 
and municipal law-enforcement of- 
fcers, being conducted at Washington 
for several weeks under tutelage of the 


| Federal Bureau of Investigation, offers 


an excellent opportunity for increasing 


| the cooperation of national and local 


government agencies in the war against 


organized crime. 
Under the supervision of J. Edgar 


| Hoover, chief of the bureau, the officers 
' are taking an extensive course in the 
> latest methods of crime prevention and 
| are being shown how the ‘“‘G men” op- 
' erate. The value of the instruction 


would appear to be substantial, but of 


| greater importance, perhaps, is the im- 
| provement in enforcement morale which 


will undoubtedly follow several weeks of 
contacts between the Federal and local 
authorities. 

Incidentally, it may be pointed out 
that much of the foundation for the ex- 
tensive work now being done through- 
out the country in the prevention and 
punishment of crime was laid by the 
Protective Department of the American 
Bankers Association, which for many 
years has worked to prevent and reduce 
crimes against banks. 


EXPERT INSTRUCTION 
THE course at Washington consists of 


| lectures and instruction by experts of 


the Federal bureau, supplemented by 
outside speakers, including prominent 
police officials. It not only stresses, 
Attorney General Cummings has 
pointed out, the administrative features 
of police work, but also provides an 
opportunity for practical training in the 


performance of enforcement duties. 


The attending police students are 


) Teceiving instruction in scientific and 


technical matters; firearms training and 
first aid; investigation, enforcement and 


| tegulatory procedure; administration 
| and organization; and other subjects 


pertinent to their profession. The school 
has at its disposal the scientific, tech- 
nical, laboratory, identification, statisti- 
cal and general training facilities of the 
Bureau of Investigation. 

When the law enforcement officers 
feturn to their respective local units 
they will be in position to pass on to 
their colleagues much of what they have 
leaned. Thus the school may well 
Prove to have far-reaching results. 
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BANK of AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 


A California Statewide Bank 
& 


Condensed Statement of Condition 
June 29, 1935 


RESOURCES 

Cash in Vault and in 
Federal Reserve Bank 

Due from Banks . 

Securities of the United States Govern- 
ment and Federal Agencies . 

State, County and Municipal Bonds 

Other Bonds and Securities . s 

Stock in Federal Reserve Bank and In- 
vestment in Federal Deposit Insur- 
ance Corporation . 

Loans and Discounts 

Accrued Interest and 
Accounts Receivable . 

Bank Premises, Furniture, Fixtures and 
Safe Deposit Vaults . 

Other Real Estate Owned 


Customers’ Liability on Account of 
Letters of Credit, Acceptances and 
Endorsed Bills . 


Other Resources . 


61,518,915.11 
61,535,994.98 


344,708,535.77 
98,818,074.66 
35,550,760.71 


3,830,803.71 
438,074,141.78 


7,166,552.75 


35,768,492.54 
8,512,383.84 


17,825,862.29 
585,867.55 


TOTAL RESOURCES $1,113,896,385.69 


LIABILITIES 


Capital 

Surplus 

Undivided Profits 

Liability for Letters of Credit and as 
Acceptor, Endorser or Maker on 
Acceptances and Foreign Bills 


Commercial $275,116,851.80 ) 
Deposits «vines $718,534,757.71 $993,651,609.51 


50,000,000.00 
32,500,000.00 
16,791,766.18 

2,877,137.00 


18,075,873.00 


TOTAL LIABILITIES $1,113,896,385.69 


This statement includes the figures of the London, England office 
of Bank of America, N. T. & S. A. and does not include 
the Bank of America (a California State Bank) 
under identical management. 


425 BANKING OFFICES IN 258 CALIFORNIA COMMUNITIES 


I 
| 
| 
‘ 
— | 


The 


Cleveland 
Crust Company 


Located at Euclid Avenue and East Ninth Street and in 
Community Centers throughout Greater Cleveland and nearby 


CONDENSED STATEMENT OF CONDITION, JUNE 29, 1935 


Assets 


Cash on Hand and in Banks 

United States Government obligations, di- 
rect and fully guaranteed 

State, Municipal and Other Bonds and In- 
vestments, including Stock in Federal 
Reserve Bank, less Reserves 

Loans, Discounts and Advances, less Re- 
serves 

Banking Premises 

Other Real Estate 

Interest and Earnings Accrued and Other 
Resources, including Advance for De- 
posit Insurance 

Customers’ Liability on Acceptances and 
Letters of Credit Executed by this Bank . 


$69,331,628.34 


50,896,458.30 


16,875,722.82 
167,539,291.09 
6,310,746.86 
8,800,609.67 


5,070,170.79 


235,439.25 


$325.060,067.12 


Liabilities 


Capital Notes... . $15,000,000.00 
ubordinated to Deposits and Other Liabilities) 


Capital Stock 13,800,000.00 


Surplus and Undivided 
2,978,380.19 


Reserve for Contingencies 

Reserve for Taxes, Interest, etc. 

DEPOSITS 

Demand $109,478,923.26 

149,495,203.96 

Cash Balances of Es- 

tates and Corporate 

Trust Departments 

(Preferred) 


Other Liabilities 
Acceptances and Letters of Credit Executed 
for Customers 


$31,778,380.19 
250,000.00 
1,424,108.72 


$290,517,846.79 
854,292.17 


235,439.25 


$325.060,.067.12 


Member 
Federal Reserve System 


Member Cleveland 


Clearing House Association 


Money 


Warehousing 


7 important question being pro. 
pounded to bankers is whether they 
are strong enough and courageoys 
enough to protect their institutions and 
preserve them for safe and efficient 
service, said Scott Z. Henderson o 
Tacoma, Washington, in addressing 
the 1935 convention of the Washington 
Bankers Association. Mr. Henderson, 
formerly assistant attorney-general of 
that state, is now a practicing attorney, 

Speaking on the subject “ Warehous. 
ing Money”, Mr. Henderson said that 
by insurance and similar devices bank- 
ers might be able to give some assurance 
to depositors of a return of their money, 
and that a sense of security might be 
established by use of modern mechaii- 
cal equipment and employment of 
highly organized protective agencies. 

“But,” he continued, “what are 
you doing to prevent the demagogues, 
the charlatans, and the political shy- 
sters from burglarizing the warehouses 
wherein our medium of exchange is 
stored for use and through the avenues 
of which we direct our varied, compli- 
cated and intricate industrial transac- 
tions upon which depends the vitality 
of the nation?” 


A TRUSTEESHIP 


“IT may not be putting it to 
strongly,” Mr. Henderson asserted, 
“to declare that we have come to 4 
time when the representatives of thos f 
who have nothing and have accom- 
plished about as much, have come to 
grips with the representatives of thos 
who have accomplished, and who have 
acquired and still have, something. It 
has been so announced on the floor ot 
the United States Senate. As bankers 
you are the representatives of the in- 
dustrious who, under our free republic 
have wrought and acquired something 
and who must carry on the industria 
life of this nation if we are to survive. 
“That which you have under you! 
supervision is not yours, as you know. 
It is the vital, liquid, useable wealth o 
the people, entrusted to you for sale 
and sane use. You have solicited, a 
quired and accepted a trusteeship and 
representation for which you have at 
vertised yourselves as qualified. You 
qualifications, your virility and you! 
integrity have been challenged.” 
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F.H.A. Advertising 


To the Editor: 

ANY banks that have qualified to 
make loans under the terms of the 
National Housing Act are using adver- 
tising furnished free of cost by the Fed- 
eral Housing Administration. Numerous 
pictures of new homes that have been 
built, together with modernization cuts 
showing remodelled homes and apart- 

ments, have been used extensively. 
This form of advertising no doubt 
creates interest in the better housing 
program but it does not include the 


necessary information to hold the inter- | 
est of the reader, nor does the advertis- | 
ing outline the few simple details that | 
will enable a prospective customer to 


qualify for a loan. 


An investigation made by the writer | 


in one community disclosed the fact 


that a number of customers believed | 


that the F.H.A. made loans to the ap- 


plicants and the banks merely assisted | 
the customers in filing their applica- | 


tions. One man had not made applica- 
tion for a loan because he wanted to 
build during the Summer and thought 


it would require six months for his loan | 


to be passed by the F.H.A. 

Bankers who have had experience 
with the F.H.A. know that it works 
more speedily than many governmental 
agencies. When all necessary informa- 
tion is given in the application, a loan 
may be obtained and construction 
started within a period of 10 days from 
the date of the application. These are 
some of the advantages of the F.H.A. 
plan that should be carried to the public 
by advertising. 


SOME SUGGESTIONS 


DELAYS and oftentimes rejections are 
caused by a lack of instructions to cus- 
tomers. Since a bank must determine 
that the title to the property is a clear 
one, it is essential that the applicant be 
told to deliver to the lending institution 
an abstract on the property that has 
been brought up to date. Customers 
should be told to get the abstract at the 
time the lot is purchased and not at a 
future date. Applicants should also be 
directed to competent architects for 
advice in the selection of house plans 
that fit the amount of the loan. 

In numerous instances customers at- 
tempt to draw floor plans and have 
their contractors complete the plans ac- 
cording to the customer’s individual 
tastes. When many of these plans are 
received by the F.H.A. they are re- 
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jected for inconveniences, poor ven- 
tilation and other reasons. Such pro- 
eedure entails additional expense. 
When they are unable to obtain the 
services of an architect, customers 
should be advised to select house plans 
that have been tested. Magazines carry 
advertising from reputable firms that 
will supply house plans at a reasonable 
price. Customers should be told that 
four sets of house plans are required. 


Some customers who have bor- 
rowed under the plan have found that 
the monthly payments are less than the 
house rent they were already paying. 
Statements from persons who have 
experienced savings should make inter- 
esting advertising copy. 

It appears to the writer that the 
time for instructive advertising is now 
while the interest is widespread. 

GeorcE R. SMITH 


The First National 
Bank of Chicago 


Statement of Condition June 29, 1935 


ASSETS 


Cash and Due from Banks, . a 


$461,700,432.75 


United States Obligations—Direct and fully Guaranteed, 


Pledged —To Secure Public Deposits, 


To Secure Trust Deposits, 
Under Trust Act of Illinois, 


Other Bonds and Securities, ‘ 
Loans and Discounts, . 
Real Estate (Bank Building), ‘ 


Other Real Estate (7 South Dearborn Street), 


Federal Reserve Bank Stock, P 


Customers’ Liability Account of Acceptances, 


Interest Earned, not Collected, . 
Other Assets, ‘ 


$89, 198,614.43 
11,257,000.00 
43,000,000.00 

500,000.00 


143,955,614.43 
67,839, 187.55 
182,062,069.33 
9,200,913.48 
1,934,793.60 
1,800,000.00 
2,378,440.80 
1,820,662.64 
654,875.62 
$873,346,990.20 


LIABILITIES 


Capital Stock—Preferred, . 
Capital Stock—Common, . 
Other Undivided Profits, . ‘ 
Special Reserve, . 


Discount Collected but not Earned, 


Reserve for Taxes, etc., ‘ ‘ 
Liability Account of Acceptances, 
Time Deposits, . ° 
Deposits of Public Funds, . ‘ 


Liabilities other than those above stated, . ‘a ‘ 


$25,000,000.00 
25,000,000.00 
10,000,000.00 
2,005,268.19 
5,000,000.00 
502,158.2 
2,301,117.31 
$150,978,877.92 
546,548,395.74 
103,031,894.10 


800,559, 167.76 
332,745.88 
$873,346,990.20 
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Mortgage Loans by Commercial Banks 


ITH the commercial] banking struc- 
ture taking care of the intermediate 
credit demands of business, mortgage 
or savings institutions can supply the 
really long term needs of the country, 
writes Morton Bodfish, executive vice- 
president of the United States Building 
and Loan League, in the August issue 
of The Journal of Land & Public Utility 
Economics. 
The substance of Mr. Bodfish’s state- 
ment, entitled “A Sound System of 


Mortgage Credits and Its Relation to 
Sound Banking Policy”, was presented 
as testimony before the subcommittee 
of the Senate Committee on Banking 
and Currency during its consideration 
of the banking bill of 1935. 
Examination of past proposals and 
policies for recasting the credit systems 
of this country, Mr. Bodfish asserts, 
“emphasizes one outstanding principle 
of such programs which has special 
significance for this discussion—namely : 


CONTINENTAL ILLINOIS 
NATIONAL BANK AND 
TRUST COMPANY 


OF CHICAGO 


Statement of Condition, June 29, 1935 


RESOURCES 


Cash and Due from Banks . 


$291,283,794.68 


United States Government Obligations, 
Direct and Fully Guaranteed: 


Unpledged . 
Pledged* . 


Other Bonds and Securities 


Loans and Discounts 


Stock in Federal Reserve Bank 
Customers’ Liability on Acceptances 
Other Banks’ Liability on Bills Purchased 
Income Accrued but Not Collected 


Banking House 


Real Estate Owned other than Bank- 


ing House 
Other Resources 


$357,235,356.68 
123,950,950.98 


481,186,307.66 


52,857,746.60 
216,321,009.54 
3,000,000.00 
1,363,817.62 
15,711.35 
3,659,595.46 
13,950,000.00 


1,149,716.42 
230,048.88 


$1,065,017,748.21 


LIABILITIES 


Deposits: 
General 
Public Funds . 


Acceptances 


Other Banks’ Bills Saeed a Sold 
Reserve for Taxes and Interest 
Income Collected but Not Earned 


Capital Account: 
Preferred Stock 
Common Stock . 
Surplus . 
Undivided Profits 


Reserve for Contin- 
gencies 


11,500,000.00 


$866,709,753.85 
- 90,397,736.07 $957,107,489.92 


1,365,240.37 
15,711.35 
5,097,744.86 
295,891.93 


$50,000,000.00 
. 25,000,000.00 
11,000,000.00 
3,635,669.78 


101,135,669.78 
$1,065,017,748.21 


* To secure public, trust department and bank receivers’ funds 


that short term or commercial credit 
institutions should not engage in Jo 
term mortgage or capital credit activ. 
ties. This sound principle has been ob. 
served elsewhere and explains in some 
part the stability enjoyed by the bank. 
ing structure of other countries, notably 
Great Britain and Sweden.” 

It would seem proper, Mr. Bodfish 
believes, that public policy should more 
and more restrict the activities of say- 
ings institutions—such as building and 
loan associations, savings banks and 
insurance companies—to those which 
have been proved by experience to be 
appropriate and safe, while at the same 
time drawing similar, rigorous, statu- 
tory limits about the field of activity of 
commercial banks. 

“Examples of the satisfactory results 
of such a policy in foreign countries 
could be cited,” he continues, “but it is 
necessary only to point to New England 
territory, where the separation of com- 
mercial from savings banking is con- 
sidered ‘theoretically desirable’ and is 
largely carried out. There we have had 
a comparatively stronger and more 
stable financial structure than in other 
parts of the country. The concepts of 
division of labor and specialization are 
as useful, as sound and as vital in the 
field of finance as in industry and trade. 
A great and sound step in public policy 
was taken in the divorcement of security 


HOUSING 


James D. Dusenberry of the 
F. H. A. was United States rep- 
resentative at the Interna- 
tional Housing and Town Plan- 
ning Congress in London 
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merchandising from commercial bank- 
ing. The judgment of many is that 
equally compelling logic and experience 
call for similar action in separating 
commercial banking from long term 
mortgage financing. 

“The primary function of the na- 
tional banking structure has been to 
serve the commercial credit needs of the 
nation. Many thoughtful bankers and 
observers doubted the wisdom of the 
McFadden Act, which substantially 
accelerated the participation of national 
banks in the mortgage field. The records 
from 1920 up to the beginning of the 
recent banking difficulties indicate a 
sweeping expansion in mortgage loans 
by commercial banks. A question again 
arises as to whether the country and its 
financial structure would not be in a 
better position if we were to develop 
strong but entirely separate manage- 
ments, directorates and trustees, each 
functioning in individual lines of ac- 
tivity. 

“Commercial banking and mortgage 
financing are distinct and different, and 
specialization rather than department 
store activity should be encouraged as 
a matter of public policy. Commercial 
banks deal primarily with manufac- 
turers, jobbers, retailers or men who 
own business institutions. Mortgage 
credits, on the other hand, are unique, 
dealing with a more personal risk, an 
entirely different repayment arrange- 
ment, a special field of law and business 
practice, and a particular type of se- 
curity. Thus the two kinds of institu- 


NAVIGATION 


Rear Admiral Adolphus An- 
drews, formerly Chief of Staff 
of the United States fleet, has 
become Chief of the Bureau of 
Navigation 


HARRIS & EWING 
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tions serve two distinct credit needs and 
the types of funds which they use can, 
and should be, related to the type of 
credit which they advance. Borrowers 
as well as savers in both institutions will 
be best served if the activities of each 
are confined to its own field. 

“To the extent, however, that com- 
mercial banks accept savings and time 
deposits they may perhaps legitimately 
finance somewhat longer term credit 
demands than the usual 30-, 60- or 90- 
day commercial paper. But if the bank- 
ing institutions of the country are to 
be encouraged to make these longer 
term investments, then the most needed 


public service which they can render 
and which they should be best, if not 
exclusively, equipped to render is that 
of capital loans to large and small busi- 
nesses. I have in mind financing running 
from one to three, or possibly even to 
five, years. This is a field unserved by 
private capital at the present time and 
one more appropriate than long term 
mortgages for the employment of de- 
mand or time deposits of commercial 
banking institutions. This type of loan 
offers a profitable outlet and recent in- 
vestigation has clearly indicated the 
need of such intermediate credit for 
business.” 


... IRREPARABLE LOSS? 


Consider the plight of the bank 
and the individual when burglary 
or robbery of safety deposit boxes 
has been committed. The box 
holder naturally turns to the bank 
for replacement or reimburse- 
ment. Yet the bank is not always 
liable. e While the bank may or 
may not be liable, the thoughtful 
and prudent banker realizes that 
the protection of boxholders is 
necessary for the welfare of the 


business. e The Standard of Detroit 
issues Safe Deposit Box insurance 
for banks or individuals. While 
this insurance cannot guarantee 
the return of valuable documents, 
securities or possessions, it follows 
the burglar and pays the loss when 
recovery is not possible. The 
Standard Agent in your locality 
can supply you with complete 
information on this vital coverage. 


In addition to Safe Deposit Box Burglary and Robbery Insurance, Standard writes Bank Burglary and 
Robbery, Messenger Robbery (octside holdup), Bankers’ and Brokers’ Blanket Bonds, Forgery Bonds, as 
well as all forms of Casualty Insurance and Fidelity and Surety Bonds. 


51 YEARS OF SERVICE 


STANDARD ACCIDENT INSURANCE COMPANY 


Over $140,000,000 paid in claims 


of Detroit 


6,500 Agents, throughout America 
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Automobile Sales Financing 


HE National Association of Sales 

Finance Companies has proposed a 
revision of the automobile sales com- 
panies bank questionnaire which the as- 
sociation promulgated a decade ago as a 
means of gathering from these lenders 
supplemental information helpful to 
banks in extending credit to such 
agencies. 

A tentative draft of the revised ques- 
tionnaire has been sent by the associa- 


tion to finance companies throughout 
the country for their comments and 
suggestions. It was prepared with the 
collaboration of representatives of a 
number of banks and finance compa- 
nies, and plans are being made to bring 
it to the attention of banks generally. 
“This questionnaire,’ explains the 
association, ‘‘is somewhat more elabo- 
rate than the finance company repre- 
sentatives deemed necessary, but the 


VOID VOID VOID 
VOID VOID VOID VOID 
BO;D VOID VOID Vata 


BANK CHECKS THAT EMPHASIZE 
SAFETY FOR DEPOSITORS 


RDINARY acid ink eradicator in dishonest hands often 


proves costly to banks and their depositors. 


If acid altera- 


tions are attempted on Super-Safety Checks, hundreds of can- 
celling VOIDS instantly leap to the surface nullifying the check. 
Special Super-Safety insurance provides still additional protec- 
tion to both bank and depositor. The safety of Super-Safety 
helps hold old customers and attracts new. 


Ask the Todd man to demonstrate and explain how Super-Safety can be 
of advantage to your bank. Imprinting Plants in principal banking 
centers and branch offices in all leading cities. Consult your telephone book 


THE TODD COMPANY, Inc. ROCHESTER, NEW YORK 


Super-Safety Checks e Pass Books and Check Covers e 


Registered Protod-Greenbac Checks e The Protectograph e Check Signers 


Stationery and Bank Supplies | 


banking representatives have felt that 
all of the information called for is essen. 
tial, particularly in view of the fact that 
finance companies do not follow unj- 
form accounting methods. 

“Since one of the purposes sought by 
the formulation of a standard question. 
naire is the elimination of the individual 
questionnaires now put out by numer. 
ous banks, it is essential that the 
standard questionnaire embrace all of 
the points deemed essential by the 
consensus of banking opinion; and it 
will involve less labor on the part of the 
finance companies to fill out one fairly 
elaborate questionnaire than to fill out 
a number of individual ones. 

“All of the comments and sugges- 
tions received from finance companies 
and banks throughout the country will 
be carefully studied and the results 
embodied in the revision which will be 
submitted to the directors of the associ- 
ation for formal approval.” 


RECENT DEVELOPMENTS 


REVISION of the questionnaire was 
discussed at a luncheon meeting held in 
Chicago in May, attended by six repre- 
sentatives of the association and 11 Chi- 
cago bankers. T. E. Courtney, president 
of the association, said the question- 
naire had not been changed since its 
formulation in December 1924 and that 
the time had apparently come when it 
should be changed. Some recent devel- 
opments regarding finance company 
business mentioned at the meeting by 
Mr. Courtney and others were summar- 
ized as follows in a subsequent news 
bulletin of the association: 

“The advancing of funds to motor 
vehicle dealers, for purposes other than 
the purchase of retail instalment con- 
tracts, has had a very great relative 
increase during the past decade. These 
advances may be grouped in three clas- 
sifications, namely, wholesale financing 
of new cars, wholesale financing of used 
cars, and capital loans. The two latter 
classifications are recent developments. 
The reports of sales finance companies 
to their banks should distinguish be 
tween these three classes of business 
and give ample information about each. 

“In some cases advances are being 
made on new cars up to the full value 
thereof, instead of being limited to 80 
per cent of value as formerly. It 
feared that advances on used cars some- 
times exceed their sales value. More- 
over, these advances are being made s0 
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The proposed revision of the auto- —_ nance company clients reveal fully the 
mobile sales company question- extent of their borrowings on commer- 
naire has been designed to bring =; paper and should refuse further 
out specific information regarding di fi : hich 
vactices and policies bearing on _redit to finance companies which are 
the extension of bank credit extending themselves too far in that 
manner. The opinion was expressed that 
not more than 20 per cent of the finance 
companies’ borrowings should be ob- 
tained through the commercial paper 
freely that dealers are tempted to allow market. 
their used car stocks to accumulate in- =“ Another practice which was men- 
stead of making intensive efforts to tioned with disapproval was the guaran- 
dispose of them. While there may be oc- teeing by a finance company of a deal- 
casional justification for capital loans, ¢7’s note so that the dealer could obtain 
there is danger that finance companies money from a bank which would other- 
may find themselves the owners of deal- wise refuse to loan to him.” 
erships which they are not competent 
to operate. 

“Some finance companies are procur- 
ing substantial amounts of their working 
capital by the sale of their notes to 
commercial paper brokers, who in turn 
dispose of them to small banks and in- 
vestors. In the present condition of the 
money market, finance companies are 
able by this means to obtain money at 
very low rates of interest. Neither the 
commercial paper brokers nor their cus- 
tomers give any consideration to the 
ratio between the finance company’s 
borrowings and its capital, with the re- 
sult that some of these companies, 
finding that they can obtain practically 
unlimited amounts of capital at low 
interest rates, have become unduly lib- 
eral in their advances to dealers. 
“Banks should insist that their fi- 


OF DE 


Cash on Hand and Due from 
United States Government Obli- 
gations, direct and/or fully 
Federal Intermediate Credit Bank 
Other Securities . .... 
Stock in Federal Reserve Bank . 
Loans and Discounts . . é 
Real Estate Mortgages . . . 
Accrued Income Receivable—Net 
Customers’ Liability Account of 
Acceptances and Letters of 
Other Resources .... . 
TOTAL RESOURCES .. . 


REAL ESTATE 


Peter Grimm, New York realty 
expert, has been named assist- 
ant Treasury secretary to sur- 
vey real estate loans in which 
the Government is interested 


Deposits: 
Commercial, Bank and Savings 
U.S. Government. . . . 
Treasurer—State of Michigan 
Other Public Deposits 
Capital Account: 
Preferred Stock (Paid in) r 
Common Stock (Paid in) e 


—Earned $750,000.00). . 
Undivided Profits (Paid in) 
Undivided Profits (Earned) . 


Dividends . .. . 
Reserve for Contingencies 


TOTAL LIABILITIES 


t 
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NATIONAL BANK 


Statement of Condition, June 29, 1935 


RESOURCES 


LIABILITIES 


Surplus (Paid in $5,000,000.00 


Reserve for Expenses and Preferred Stock 


Our Liability Account of Acceptances and Letters 


United States Government Securities carried at $21,433,400.00 in the 
foregoing statement are pledged to secure public and trust deposits 
and for other purposes required by law. 


The proposed new questionnaire was 
prepared in the light of the ideas ex- 
pressed at this meeting. 

Space is provided in the blank for full 
information under a dozen schedules 
covering: 

An outline of a company’s business; 
the volume of its purchases and obliga- 
tions; analyses of retail and wholesale 
automobile paper; capital loans, con- 
tingent liabilities, etc.; past due receiv- 
ables; repossessions; reserve for losses; 
insurance carried on automobiles; dis- 
count earned; borrowings at the end of 
the fiscal period; and maximum and 
minimum liability for the fiscal period. 


TROIT 


6,770,800.85 
5,161,941.16 
675,000.00 


36,519,853.90 
8,792,198.74 
2,690.62 
1,191,384.16 


1,189,178.13 
155,860.10 
« « « $325,394,338.74 


$270,776,651.62 

5,727,635.61 

12,268,113.19 

8,560,485.40 $297,332,885.82 


$ 11,750,000.00 7 
5,000,000.00 


5,750,000.00 
2,500,000.00 
1,230,944.33 26,230,944.33 


274,886.61 


« « $325,394,338.74 
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State Bank Earnings 
and Expenses 


(CONTINUED FROM PAGE 19) 


North Carolina, South Carolina, Texas, 
Georgia, and Idaho. 

It may be asked: if interest paid on 
deposits is such an important item, 
how much should a bank pay? Our 
figures also point the way to an answer 
to this question. We have computed the 
proportion of gross income paid out as 
interest on deposits in 34 of the 35 
states for which we have figures. (New 
Hampshire is omitted, since the figures 


for that state cover the commercial 
departments only, in which practically 
no interest is paid, the bulk of the de- 
posits being on demand.) We find 16 
states which paid out more than 20 per 
cent of their gross income as interest, 
and 18 which paid out less than 20 per 
cent. But among the 16 which paid out 
more than 20 per cent were only two 
which reported net profits for the year 
1934, whereas among the 18 which paid 
out less than 20 per cent, nine states 
reported net profits. This would seem to 
be strong evidence that as a general 
rule it is unhealthy for a bank to pay 
out more than 20 per cent of its gross 


it ROBOTS ran your bank 


\\ 


—honesty would be no gamble 


As long as employees are mechanized by “human nature” and not by 
gears and springwheels, breakdowns will occur in the human machine— 
as they do in any other. The most rigid checks and investigations do not 
filter out the potential embezzler. Often enough, the criminal himself does 


not foresee his crime. 


Banks lose enormous sums yearly through embezzlements and criminal 
dishonesty of employees—in spite of the fact that probably all carry 
Fidelity Bond protection. Even a cursory check-up of claim payments to 


banks reveals a striking recurrence of 


inadequate coverage. 


large excess losses due to 


There is no obligation and much value in a National Surety survey of 


as interest on deposits, and if it js cur- 
rently doing so it is paying too much for 
the funds it has on deposit. 

A calculation, which it is impossible 
to reproduce in detail here due to lack 
of space, indicates that in states with a 
large proportion of time deposits the 
relative amount of funds expended for 
salaries and wages is smaller than ip 
states which have a small proportion of 
time deposits. This is because the han. 
dling of time deposits requires less cler. 
ical labor than demand deposits. The 
significant fact is that, in states with a 
large proportion of time deposits, the 
amount paid as interest on deposits js 
larger, substantially larger, than jp 
states where the reverse is true. In fact 
the larger interest payments more than 
overbalance the lower costs for salaries 
and wages. 


SERVICE CHARGES 


THERE is another aspect in which good 
management reveals itself in the figures. 
This is in the service charge column. 
The tabulation shows that, while the 
income received from service charges 
is not large, either in total amount or in 
relation to invested funds, it is impor- 
tant in the states which made profits. In 
more than half the states which re- 
ported profits, income from service 
charges represents the margin between 
a net profit and a net loss. Eliminate 
the service charge income in Georgia, 
Idaho, Massachusetts, Minnesota, Ne- 
vada, North Dakota and Texas, and 
you eliminate the profits in those 
states also. 

In the years immediately ahead it 
appears that the income to be secured 
from service charges will be even more 
important. If the Government is suc- 
cessful in its attempt to drive down 
interest rates, and if banks are to resist 
(as they should) the temptation to go 
into second grade loans and investments 
in order to keep up gross revenue, some 
source of income must be found to re- 
place the smaller amount of interest 
received. Reduction of interest paid on 
deposits has already been indicated as 
one means of compensating for a decline 
of income. However, there is a limit be- 


your Blanket Fidelity protection. Often our examination points to serious 
weaknesses, omissions, desirable changes, and frequently possible 
economies. Ask the National Surety representative in your community 
about this definitely helpful service. 


yond which this cannot go, and where 
service charges will become more and 
more important. 

Service charges fairly imposed will 
thus represent not only a measure to 
increase the profits of the bank, but, 
also, a means of protecting depositors. 
It is the sound way of avoiding the 
necessity of taking undue risks with the 
depositors’ funds and still managing to 
cover expenses. The small amount re 
ceived as service charges by the state 


BANKING 


There are National Surety representatives everywhere. Each is a specialist in 
Fidelity, Surety, Forgery and Burglary protection, thoroughly equipped to serve you. 


NATIONAL SURETY 
CORPORATION 


VINCENT CULLEN, PRESIDENT 
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banks in 1934 reveals that this proper 
source of income has not yet been 
utilized as much as it should be in the 
interests of sound banking. No depositor 
wishes to pay service charges if they can 
be avoided; but if he were offered the 
choice between a fair price for the serv- 
ice he gets from the bank, paid cur- 
rently, or a possible loss of a large por- 
tion of his deposit later, when unsound 
banking methods have forced the bank 
to close, who can doubt what his 
decision would be? 

In other words, good bank manage- 
ment must aim at a moderate net in- 
come and a sound and liquid bank 
rather than the temporary thrill which 
comes from reporting impressive gains 
in deposits and resources. 

Finally, our figures point to the 
necessity of providing adequate re- 
serves against losses which are bound 
to come, even in the best managed 
banks. We require such a practice on 
the part of business concerns which 
borrow from us; we must practice some 
of our own preaching. 

To build up our reserves it may be 
necessary in some years to forego divi- 
dends on the bank’s stock, or to reduce 
those dividends. This is one of the 
sacrifices which bank management and 
bank stockholders should gladly make 
in the interests of strength. Over a pe- 
riod of time it will bring its reward in the 
enhanced reputation which the bank 
will enjoy when it has passed through 
one or more periods of adversity without 


TRADE 


J. A. Lyons, Premier of Austra- 
lia, visited Washington and 
discussed with officials the 
possibility of a trade treaty 
with the Commonwealth 


impairment, due to the forethought of 
setting up these reserves. 

The foregoing lessons, drawn from 
the figures on earnings and expenses of 
state banks, are not new; they have 
been expounded by enlightened bankers 
and students of banking these many 
years. What is new in this survey is the 
Statistical support given by the figures 
to what had heretofore been an argu- 
ment based mainly on logic. There is 
now left no room for doubt as to the 
desirability—indeed, the absolute ne- 
cessity—of better lending and invest- 
ment policies, the control of expenses 
(especially interest paid on deposits), 


the establishment of reserves against 
which to write off future losses, and the 
judicious use of fair service charges to 
maintain the bank’s income. 

But knowing what should be done 
and doing it are two different things. 
Adherence to sound credit and manage- 
ment policies often means refusing 
“favors” to friends and standing by 
regulations which may prove tempo- 
rarily unpopular. Courage is needed as 
much as knowledge. 

We have brought home once more in 
a different way, and supported by 
figures, some fundamental lessons which 
no bank can afford to neglect. 


A Fact: Rust exacts a toll esti- 
mated at a billion dollars a year 
from property owners of the 
United States. 


A Caution: The field for ferrous 
metals is necessarily and justifi- 
ably large, BUT— misapplication 
of ferrous metals, where Copper 
and its alloys would serve many 
times longer, accounts for an ap- 
preciable part of the rust toll. 


A suggestion: On the basis of ser- 
vice per year per dollar, Copper, 
Brass and Bronze have econom- 


ically replaced ‘‘rust-resisting”’ 
metals for flashings, gutters, 
pipe, screening, water tanks, etc. 
With the trend toward longer 
term building money, the wis- 
dom of building well to reduce 
upkeep and maintain value 
assumes added significance. 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Connecticut 


Offices and Agencies in Principal Cities 
ANACONDA COPPER & BRASS 
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Bargains in Small Homes 


transfer to family ownership of 
millions of dollars worth of small 
homes which mortgage lending institu- 
tions were listing among their assets a 
few months ago is an increasing factor 
in real estate activity this year, the 
United States Building and Loan 
League reports. 

On a sales contract basis between 
$17,000,000 and $20,000,000 worth of 
these properties have been conditionally 


sold by building and loan associations 
since January to families that will 
eventually hold title to them, according 
to T. W. Atkins, field service director for 
the league. Also, small homes valued at 
several millions have been bought out- 
right with the aid of mortgage money 
from the association listing the property. 

“Small down payments, liberal in- 
terest terms and periods of 10 or 12 
years in which to pay out have made it 


STATEMENT OF CONDITION 


Mercantile-Commerce 
Bank and Trust Company 


Locust ~ Eighth ~ St. Charles 
St. Louis 


JUNE 29, 1935 


THE RESOURCES 


Cash and Due from Banks 
U. S. Government Obligations, 
direct and 


(Pledged) . .$ 7,169,935.19 
(Unpledged) .. 34,346,055.44 
Other Bonds and Securities— 
(Pledged).... None 
(Unpledged) . 
Demand Loans . 
Real Estate Loans 
Time Loans . 


(As authorized by the Banking Act of 1 
Commerce Company is a wholly-owne 


Real Estate (Company’s Building) 
Safe Deposit Vaults 

Other Real Estate 

Overdrafts 


Customers’ Liability on Acceptances and Letters 


of Credit 


Capital Stock 

Surplus 

Undivided Profits 

Reserve for Dividends 
Reserve for Contingencies 
Reserve for Interest, Taxes, etc 
Unpaid Dividends 


Bank’s Liability Account Acceptances and Letters 


of Credit 


Deposits, Secured: Public Funds . $ 7,262,882.97 
93,663,739.54 
30,399,997.95 131,326,620.46 


Other Deposits, Demand 
Other Deposits, Time 


All Securities pledged are to the U. S. Government or its Agents, State of 
Missouri and the City of St. Louis, to secure deposit and fiduciary obligations. 


. $16,165,424.88 $16,165,424.88 


Stock in Mercantile-Commerce Company . 


Bank, with no Liabilities. Its Assets consist entirely of U. 
. Government Obligations, carried at par. ) 


Stock in Federal Reserve Bank in St. Louis 


$50,656,691.51 


41,515,990.63 $92,172,682.14 


7,725,001.71 
10,032,412.73 
_9,179,336.75 


43,102,176.07 


‘ 6,000,000.00 
133, Mercantile 
subsidiary of this 


360,000.00 
2,500,000.00 
700,000.00 
1,500,000.00 
1,698.13 


239,835.28 
34,316.29 


$146,610,707.91 


$10,000,000.00 

2,000,000.00 

930,191.36 
300,000.00 2,230,191.36 
229,116.99 
579,770.82 
5,173.00 


239,835.28 


$146,610,707.91 


possible for thousands of families to 
take possession of these bargain homes on 
a contract of sale with the associations, 
thus applying the rent money toward 
eventual ownership,” Mr. Atkins re. 
ports. 

“Tt is customary to transfer title to 
such properties to the family when 
money paid into the association on the 
contract basis has mounted to a point 
where there is sufficient equity to grant 
a first mortgage loan. The offering of 
properties on these terms has proved 
such an impetus to their removal from 
the market that a great number of 
associations are getting their balance 
sheets rapidly to the place where real 
estate is an insignificant item. 

“Since the properties taken over by 
mortgage lending institutions have 
long contributed the most discouraging 
factor in the real estate market, this 
definite trend toward new ownership for 
such homes will quicken activity in the 
field as few other things could.” 


$16,000,000 OUTLAY 


EXPENDITURES by the associations 
to modernize and repair the properties to 
which they hold title have been an im- 
portant influence in accelerating their 
transfer to family-ownership, Mr. At- 
kins points out. As their first definite 
step in the F.H.A. modernization 
campaign last Autumn, thousands of 
associations undertook to put in mod- 
ern attractive condition every property 
they had. In October, November, and 
December, the only months for which 
careful estimates of this volume of work 
have been made, they spent $16,000,000 
to make these houses sound as well as 
attractive investments for buyers. Many 
more millions have been spent on the 
same type of improvement during the 
Spring months of 1935. 


Postal Savings 


Role 


ib BANKING, April issue, appeared an 
article entitled “The Postal Savings 
Paradox”, in which an Illinois Rep- 
resentative was quoted as saying, “Iam 
unable to understand why postal sav- 
ings should increase, in view of the 
bank deposit guaranty law... - It 
looks inconsistent to me.” 

I would like to make a suggestion 
that seems for some reason to have e 
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caped the minds of the men who are So 
concerned about the postal savings 
ystem, its competition with savings 
and commercial banking and the inter- 
est it pays on demand deposits. 


“QNLY REFUGE” 


TAKE the case of a man of very 
jimited means, who cannot afford or 
manage to keep an account of at least 
one or two hundred dollars. He prob- 
ably cannot allow his funds to be tied 
up in a savings bank where two weeks’ 
notice is needed for withdrawals, and he 
certainly does not relish the idea of 
keeping his money in the form of cash, 
an easy prey for some marauder. His 
only refuge is the postal savings system, 
where one dollar will open a demand ac- 
count. The interest, while purely in- 
cidental to this class of person, is never- 
theless quite welcome, too. 

I have no figures available, nor have 
[access to any, but if I did I believe 
they would show a great many deposi- 
tors of the type I have mentioned. 
Until we have government banking, 
these people must be provided for by the 
postal system, and with the Socialistic 
trend of our present Government, this 
may not be so far off. 

F. Comps 
312 Wellesley Road 
Philadelphia 
Pennsylvania 


Problem in 


Rubber Bands 


To the Editor: 


Na recent issue of BANKING the vital 

matter of picking up rubber bands 

received rather scant attention (page 19 
of June issue). 

Whether a “highly paid executive” 
or “the lowest paid employee” should 
put in time picking stray rubber bands 
off the floor is surely more than a 
question of whether the value of the 
retrieved bands offsets the salary for 
the time spent in retrieving. On that 
low plane I find, however, that an ordi- 
naty rubber band comes 2,560 to the 
pound, worth 85 cents. By careful per- 
sonal experimentation, I find that con- 
stant picking would recover about 30 

ds per minute. Assuming they were 
plentiful enough, it would require only 
85 minutes to pick up a pound, worth 
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85 cents; or one cent per minute of 
value retrieved—say $4.80 per day, ora 
little over $25 per week. 

This leaves all but the “lowest paid 
employee” out of rubber band retriev- 
ing as a money-maker for the bank. 
But must we regard this matter from 
that viewpoint only? The “highly paid 
executive’s” office is presumably a 
model of neatness. If he spies a mis- 
placed band, he just has to pick it up, 
especially if he is of the meticulous 
type which often rises to the top. 
Again, when his eye lights on it, he may 
just need that kind of a band. Also, he 
sets a good example of neatness to his 


secretary who oughtn’t to have dropped 
it in the first place. 

Finally, he probably spent less time 
in stopping to pick it up on the business 
principle of keeping things shipshape 
than it would have taken him to reason 
about it and let it lie. 

Anyhow, having raised the question 
in BANKING I think you owe it to your 
subscribers to figure it out in more 
detail. 

FRANKLIN W. GANSE 
Ganse-King Estate Service 
1 Federal Street 
Boston 
Massachusetts 


AN 
INDEPENDENT 
BANK 


Central Hanover is an independent 

bank and trust company, free from 

external control, thinking first of the 

interests of its customers—in banking, 
as well as in the administration 


of its trusts. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 
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Modernization Loan Experience 


{rvs experience record of banking 
institutions with modernization and 
renovation loans under Title I of the 
National Housing Act now extends 
over nearly a year’s time. 

In the period that has elapsed since 
the campaign opened, participating 
banks have been able to appraise the 
program as a banking enterprise, weigh- 
ing its value as an instrument for credit 
extension, community service, improved 


public‘relations, and the expansion of 
personal loan business. 

Banking institutions presumably 
would be interested in comparing notes 
on their experiences with these loans. 
Basically, the procedure is much the 
same everywhere, although minor points 
of difference are probably as numerous 
as the banks themselves. In order to 
present a rough cross-section of what 
has been and is being done, BANKING 


They Want 
The Best 


@ Discriminating buyers place 
quality above every other feature. 


@ When quality is the first consid- 
eration, certain mames suggest 


themselves. 


American Surety Company 
of New York 


New York Casualty Company 


Home Offices in New York 


BOTH COMPANIES WRITE 


FIDELITY AND SURETY BONDS AND CASUALTY INSURANCE 


obtained from two institutions. brig 
résumés of their modernization work, 
which are presented herewith. 

One of these banks is the Springfielg 
National Bank, of Springfield, Massa. 
chusetts, whose president, Ernest J 
Wheeler, says: ! 

“About five years ago our directors 
decided to enter the consumer credit 
field. Accordingly, we developed a de. 
partment with a procedure whereby we 
could offer to dealers selling to the con. 
sumer a method of discounting their 
instalment notes similar to plans of- 
fered by the national finance companies, 
The demand for this type of banking 
service has proved considerable. 

“We then offered to our own cus. 
tomers direct personal loans on the 
monthly instalment basis, not to exceed 
12 months. This also proved very popu- 
lar to our depositors and profitable to 
us. 

“ With the above background we were 
in a position to absorb immediately 
loans under Title I of the National 
Housing Act when it became operative, 
our only change being to develop a 
procedure to qualify these loans for 
insurance. We did a small amount of 
advertising, the keynote of which has 
been the thought that this form of 
credit, both for the borrower and the 
lender, was good business. We are very 
pleased to report that it is unques 
tionably good business for us. 


80 PER CENT ELIGIBILITY 


“WE have made 656 of these loans 
(to July 11), or a total of $308,359.79, 


_ of which there is at present outstanding 


$261,359.17, there having been repaid 
to us $47,000.62. You can see from this 
figure that our insurance reserve now 
stands at $61,671.95. 

“We have kept a record of all the 
applications we have received, and 
there have been 176 either rejected or 
abandoned, or about 80 per cent of the 
applications received are eligible for 
loans. 

“As to promptness of payment, We 
observe that 2,654 instalments were met 
at or before maturity; 145 were met 
after maturity, generally not more than 
10 days. There are five transactions 
with a principal amount of $2,941.91 
from one to five payments delinquent, 
which give indication that they may 
be troublesome before they are finally 
liquidated. From our experience in the 
past, and with the 11 months’ expe 
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rience under Title I, we cannot conceive 
of any possible contingency whereby 
the 20 per cent insurance reserve will 
not be more than ample. 

“We firmly believe that this type of 
paper represents a profitable and liquid 
form of investment, and we certainly 
will handle all we can get. Because of 
the number of loans we have made, I do 
not believe it will be immodest to say 
that considerable prestige has accrued 
to the bank. We have made many de- 
sirable contacts. Through this form of 
credit public opinion has changed re- 
garding the banks’ willingness to lend 
money in reasonable situations.” 

The experience of the Union Planters 
National Bank & Trust Company, of 
Memphis, Tennessee, is related as fol- 
lows by Doddridge Nichols, assistant 
vice-president: 

“Having had in operation, over seven 
years, a personal loan department with 
satisfactory experience, this bank was 
prepared to begin the making of modern- 
ization loans almost immediately upon 
the announcement of the Federal 
Housing Administration plan. 

“To date (July 9), we have approved 
over 2,600 applications for moderniza- 
tion loans and have actually completed 
modernization loans aggregating in 
amount over $900,000. In the handling 
of all of these applications and the 
closing of the loans, the set-up we have 
been using in our personal loan depart- 
ment has operated smoothly and effi- 
ciently, and many applications have 


UTILITY EXECUTIVES 


Philip H. Gadsden, chairman 
of the Committee of Public 
Utility Executives, stated that 
his organization would “op- 
pose as strongly as ever any 
practices that depart from the 
highest ethical standards’’ 


been referred to us because our method 
has proved to be accurate, quick, and 
with a minimum of detail. 

“We are giving 24-hour service 
locally, and on out-of-town applications, 
when accompanied by a credit report, 
the remittance goes forward the day re- 
ceived. We have approved approxi- 
mately 90 per cent of the applications 
presented to us and feel that our ex- 
perience justifies the system we have 
used. We find that in most instances our 
payments are made promptly and we 
have had very little trouble on account 
of delinquent payments. 

“The result in bringing new business 


to our various departments has been 
satisfactory and it would be difficult to 
estimate the value of the good will that 
has come to us through the handling of 
the National Housing Administration 
loans. We have, from time to time, had 
advertisements in the local newspapers 
soliciting modernization loans, and 
have also used other methods with good 
results. 

“ Applications continue to come to us 
in a good volume and we are anxious to 
make as many of the loans as possible 
because we feel that this type of loan is 
not only profitable to the bank but to 
the community in general.” 


States Government) 
Other Securities 


Mortgages 
Banking Houses 


State and Municipal Bonds 
Loans and Bills Purchased 
Other Real Estate Equities 


Customers’ Liability for Acceptances 
Accrued Interest and Other Resources 


MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 
June 29, 1935 


RESOURCES 


Cash and Due from Banks 


U. S. Government Securities 
(Includes Bonds Guaranteed by the United 


$ 63,780,516.33 
222,593,872.26 


24,568,340.35 
53,908,729.27 
152,557,432.24 
25,085,595.23 
15,172,500.00 
4,357,300.20 
14,437,139.94 
3,346,255.83 


$579,807,681.65 


LIABILITIES 


Capital 


Surplus and Undivided Profits .... 


Capital Notes 
Reserves 


Dividend (Payable July 1, 1935) ... 
Outstanding Acceptances 


Deposits 


$ 32,935,000.00 
10,297,483.19 
25,000,000.00 
18,003,400.94 
411,687.50 
15,647,992.26 
477,512,117.76 


$579,807,681.65 


HARVEY D. GIBSON, President 


Head Office: 55 Broad Street, New York City 


Member Federal Reserve System 


Member New York Clearing House Association 


August 1935 
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Profitable Foreign Departments 


OME banks have discovered a source 
of revenue that is showing favorable 
return—the foreign department. Com- 
mensurate with the investment in it, 
this department at present is making 
fair profits and comparisons with trust 
and loan earnings show up more 
favorably. 

No central market exists for transac- 
tions in foreign exchange. The business 
is mainly done by bankers and brokers 
through telephone, telegraph or cable 


YOUR BANK needs 


THIS HOLD-UP PROTECTION 


In all parts of the United States, banks are 
buying York-built protective devices equipped | 
with the Delayed Action Time Lock because 
they eliminate successful hold-ups and dis- 
courage the activities of bandits. 


YORK DELAYED ACTION 
COMBINATION TIME LOCK 


winds, sets and operates the same as the time | 
lock on a large vault door. It is extremely 
simple and effective and can, if desired, be at- 
tached to your existing equipment. Complete 
information furnished on request. It is ap- 
proved by the Underwriters’ Laboratories and 
complies with the requirements of insurance 


companies. 


York Inspection and Guaranty Service protects you against lockouts 
and keeps your vault equipment in smooth working order. Expert 
mechanics at all our branches are at your service both day and night. 


facilities; by commercial houses which 
are buyers and sellers on their own ac- 
count; and by foreign exchange dealers 
and brokers who put the buyers and 
sellers in touch with each other. Thus 
specially trained personnel is required 
for this department. Executives need 
wide powers and traders must be able 
to seize every opportunity to turn over 
the funds at their disposal. 

In addition, a wide selection of foreign 
correspondents and active accounts in 


foreign currencies must be maintaing 

Profits in foreign exchange dealings 
accrue from trading on own account 
keeping the bank’s funds constantly a 
work in centers which pay more interes 
than the home market, and sending 
capital to those countries which require 
money. The return is computed on the 
risk involved. Correspondents having 
reciprocal accounts with America 
banks will trade in dollars here and, 
commission is given to the bank. Or ay 


_ arrangement is entered into whereby 


No. 326-D 


YORK | 
DAY RAID | 
LOCKER 


Furnished in a full 


range of sizes 


The cost is very modest. Full particulars on request. 


YORK SAFE AND LOCK 


COMPANY 


YORK, PA. 


Builders of the 
World’s Greatest Vaults 


Fire Resisting and Burglar 
Resisting Safes and Chests 


BRANCHES IN ALL PRINCIPAL CITIES 
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trading is done on joint account, the 
profits accruing to each equally. 

Besides the trading profits, commis. 
sions are exacted for pure services ren- 
dered in the operating ends of the de. 
partment. For the purchases and sales 
of drafts, cable transfers, remittances, 
letters of credit, travellers’ checks, col- 
lections and other items handled in the 
course of the day, charges are made for 
the convenience afforded to customers, 
Profits are usually taken each month 
and credited to earnings, although no 
standardized rule has been laid down. 
They should not be allowed to accumu- 
late for more than three months in any 
event, since the temptation of the trad- 
ers to charge off losses to accumulated 
profits is too great. 


GETTING BUSINESS 


NEW business for the department is 
obtained only by constant advertising 
and by personal solicitation. The wider 
and better the selection of foreign cor- 
respondents, the more foreign currency 
accounts, and the narrower the spread 
between buying and selling rates which 
one bank might quote, the better chance 
that bank has of securing the busines 
of the importers and exporters. 

For the future, given a stabilization 
of currencies and a general return to the 
gold standard by the important nations 
of the world, the profits to each ind: 
vidual institution maintaining foreign 
departments will probably be enhanced. 
The foreign department has always s¢ 
cured new accounts for the banking de- 
partments of its organization from cus 
tomers who use the former’s facilities. 
Also, it retains and strengthens the ties 
with banking department customers 
who have established _ relationships 
through the bank or who have foreign 
lines of credit. It offers excellent tralt- 
ing for officers and personnel because 
demands intimate knowledge of world 
affairs. 

HEnry F. 
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Bank Aid to Better Farming 


‘ANY bankers are cooperating with 
county agents in farming areas on 
a constructive, long term agricultural 
program designed to confer lasting 
benefits on their communities, said 
Dan H. Otis of Madison, Wisconsin, 
in an address to the Wisconsin Bankers 
Association convention at Green Lake. 
Mr. Otis is Director of the Agricultural 
Commission of the American Bankers 
Association. 

Both the banker and the farmer, Mr. 
Otis pointed out, are helped by wise 
credit extension, although the best 
results are obtained when both talk 
intelligently about the advantages and 
dangers before entering a credit pro- 
gram. Banks cannot be made successful 
by acquiring farms through foreclosure 
routes; it is much better to bring about 
conditions which will make it possible 
for the farmer to repay the loan. 

Recognizing the interdependence of 
agriculture and industry, Mr. Otis 
said, many business organizations, in- 
cluding large industrial, manufacturing 
and transportation enterprises, have 
inaugurated effective and extensive 
campaigns for better farming. Bankers 
have been sponsoring important agri- 
cultural projects for four years and have 
joined forces with the colleges of agri- 
culture in extending these programs. 
Excellent progress has been made. 


PAROLE 
J. Edgar Hoover, head of Fed- 


eral anti-crime forces, started 
a controversy when he said 
that our parole system “‘ap- 
proaches a national scandal”’ 


HARRIS & EWING 


August 1935 


Bankers have encouraged farm ac- 
counting in one form or another and 
have furthered the national project to 
promote farm inventories and credit 
statements. In these times of uncer- 
tainty and readjustment, credit judg- 
ment must be based on facts. Farmers 
have been misled or ruined by unwise 
credit. 

The farm inventory is a necessary 
factor in understanding the farm busi- 
ness and in the establishment and the 


maintenance of a good credit rating. 

One of the problems currently de- 
manding attention is the matter of soil 
erosion. It is estimated that erosion 
removes not less than 126,000,000,000 
pounds of plant food material from the 
fields and pastures of the United States 
every year—more than 20 times the 
amount removed by crops. 

Concerted action is needed, Mr. Otis 
stated. The undertaking is too great for 
any one agency. 
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Slre 
LIVE STOCK 
NATIONAL BANK 


UNION STOCK YARDS 


BOARD OF 


ARTHUR G. LEONARD 
President, Union Stock Yard 
& Transit Co. 


ROBERT J. DUNHAM 


Investments 


JAMES A. McDONOUGH 


Investments, Boston 


ORVIS T. HENKLE 
Vice-President and General 
Manager, Union Stock Yard 
& Transit Co. 


‘AR 
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DIRECTORS 


FREDERICK H. PRINCE 
F. H. Prince & Co., Boston 


DAVID H. REIMERS 
President 
THOMAS E. WILSON 
Chairman, Board of Directors 
Wilson & Company 
GEORGE F. EMERY 
Vice-President 
WILLIAM J. O°CONNOR 
Ass’t. General Manager, Union 
Stock Yard & Transit Co. 
CLYDE H. SCHRYVER 
President, Chicago Merchandise 
and Equipment Co. 


RESOURCES 


Cash and due from banks 


U. S. Government Securities 


present market or below 
Commercial paper 
Loans and discounts 
Federal Reserve Bank stock 


Furniture and equipment 
Interest earned, not collected 


Undivided profits and reserves 
Unearned Discount 
Deposits 


Bank building, free and clear of encumbrance. . . 


Current receivables and other assets 


$11,169,514.50 
3,250,000.00 


2,019,250.00 
1,590,000.00 
2,366,228.51 
45,000.00 
450,000.00 
1.00 
53,933.43 
71,364.81 


$21,015,292.25 


State, Municipal and other marketable bonds at 


$21,015,292.25 
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The Assignment of Life Insurance Policies 


be termed an “absolute assignment 
as collateral”. Signature of the in- 
strument first changes the beneficiary 
under the policy to the insured’s 
“estate” and then assigns “all right, 
title and interest” in the policy to the 
assignee as “collateral security”. The 
terms of the instrument then go on to 
state that the assignee, without the 
joinder of anyone, may at any time 
borrow upon or surrender the policy; 
that if the policy matures as a death 
claim while the assignment is still in 
force, the insurance company shall pay 
the assignee the amount claimed to be 
due in an affidavit executed by the as- 
signee and shall pay the remainder to 
the last recorded beneficiary at ma- 
turity; and that, when the policy is re- 
leased by the assignee, it shall auto- 
matically become payable in full to the 
person named in the last record of 
beneficiary on file with the insurance 
company prior to such release. The 
insured’s attention is then called to the 
desirability of making a new designation 
of beneficiary, subject to the assignment, 
instead of leaving the beneficiary 
changed to his estate—especially if the 
face amount of the policy is considerably 
in excess of the debt for which it is 
assigned as collateral. 

This form affords complete protection 
to the insured as to tax exemption and 
claims of creditors, and at the same 
time makes clear the collateral nature 
of the assignment, relieves the assignee 
from the responsibility of properly dis- 
posing of any excess funds, and guar- 
antees it liquid security throughout the 
life of the assignment. 

The greatest complications arise when 
the insured has already made his policies 
payable to the bank as trustee under a 
life insurance trust and then wishes to 
borrow on them without destroying his 
trust. In such cases there is some ques- 
tion as to the propriety of the bank, as 
trustee, joining with the insured in 
assigning the policies to itself, as as- 
signee, for there is the remote academic 
possibility that, if the size of the trust 
were reduced as the result of such bor- 
rowings, the beneficiaries thereunder 
might be able to hold the bank as 
trustee liable for having helped the in- 
sured to reduce the assets of the trust by 
giving its consent to such assignments. 
Some banks protect themselves from 
this by incorporating in all insurance 
trust agreements a clause which au- 
thorizes the trustee to execute, as bene- 
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(CONTINUED FROM PAGE 23) 


ATTENTION should be especially called to the desirability of 
obtaining the right to borrow on policies when the insurance 
company in question will permit the assignee to do so without 
liability as to the payment of interest or the repayment of princi- 
pal. The courts have long looked upon life insurance as a preferred 
type of asset and have rendered many decisions to protect it. It is 
possible, therefore, that they may frown upon a bank’s surren- 
dering, and thereby destroying, large face amounts of insurance 
in order to obtain relatively small cash values with which to re- 
imburse themselves. The right to borrow without liability obvi- 
ates the necessity of surrendering, and puts the responsibility of 
keeping the insurance in force where it properly belongs—upon 
the shoulders of the insured.—The Author 


ficiary, any and all papers that may be 
necessary to enable the insured to exer- 
cise the rights and privileges reserved to 
him in the agreement with respect to his 
policies of insurance, and which frees 
the trustee from liability for any dimi- 
nution that may occur in the size of the 
trust estate by reason of such action on 
its part. 

To avoid this complication all con- 
tingent beneficiaries of whatever nature 
should be removed by changing the 
beneficiary designation in the policies to 
the “estate” of the insured. This the in- 
sured has a right to do under most 
insurance trusts. The policies can then 
be assigned to the bank on the insured’s 
signature alone by means of an “ab- 
solute assignment’”’. The old trust agree- 
ment should then be revoked and a new 
one drawn clearly stating that the in- 
surance has been assigned to cover 
loans granted by the bank, that the 
bank, as trustee, shall first of all pay off 
itself, as assignee, for any indebtedness 
owed it and then hold and administer 
the residue under the terms of the trust, 
and that no beneficiary shall have any 
right to complain of the trustee’s actions 
in so doing. 

The main objection to this method is 
that a great many insurance companies 
will not permit the designation of a re- 
mainder beneficiary so long as an ab- 
solute assignment is outstanding, and 
that, as the “‘estate” was the last re- 
corded beneficiary prior to the assign- 
ment, there is the possibility that the 
insurance proceeds will be divested of 
their $40,000 Federal estate exemption. 
This is problematical. From a practical 
standpoint again the total estate includ- 
ing insurance of most borrowers will be 


covered by the $50,000 general exemp- 
tion. But if the borrower owns a large 
block of insurance, the objection may be 
overcome by using the “absolute assign- 
ment as collateral”, after first naming 
the “estate” as beneficiary, and by 
then appointing the bank, as trustee, 
beneficiary for all residue funds. Un- 
fortunately, only a few companies have 
adopted the use of this excellent in- 
strument. 

Regardless of what method is fol- 
lowed, great care should always be taken 
to see that the beneficiary designations 
and assignments are executed and re- 
corded by the insurance company on 
successive dates. Some companies refuse 
to recognize them until they have re- 
corded them and do so only upon actual 
receipt of the papers. Therefore, if the 
designations and assignments are sent 
in to the companies in improper succes- 
sion, the assignment, for example, may 
be recorded on a date prior to the first 
change of benefit to the “estate”. This 
will present confusion. Likewise, whether 
the assignments are on policies under or 
free of trusts, all optional modes of 
settlement should be removed so that 
the policy proceeds are payable to the 
assignee in one sum. 

Lastly, the maximum amount of debt 
to be paid off should be stated in the 
trust agreement—otherwise, if no figure 
is set, the total amount of insurance 
may be considered as “applicable to 
debts” and in that case it would be 
taxable at death. 

This is not always practicable, how- 
ever, for in many cases the debt varies 
greatly from time to time and constant 
revisions of the figure would, therefore, 
often be necessary. 
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4,181 Model Homes 


HROUGHOUT the country 4,181 

model homes, started on National 
Better Housing Day, June 15, are now 
in process of completion, according to 
the Federal Housing Administration. 
It is expected that all the homes begun 
on that date will be finished by the end 
of the Summer. 

A nationwide quota had been set for 
the mass construction program, but 
the final figure more than quadrupled 
the original schedule. The F.H.A. esti- 
mates that the total cost of these model 
homes will be in excess of $25,000,000, 
all of which is private capital. 

For the most part the homes are 
being built according to the property 
standards set up by the Housing Ad- 
ministration, so that they will be eligible 
for the financing facilities offered by 
the mutual mortgage insurance plan. 
Reports received in Washington from 
many states indicate that some model 
homes have already been sold, even 
before completion and in spite of the 
fact that they are all to be placed on 
public exhibition for a stipulated period. 

From reports to F.H.A. headquarters 
it is found that Pennsylvania leads all 
the states in the number of homes 
started on National Better Housing 
Day. The number in Pennsylvania is 
782. New York State is second with 581. 
Then follow Michigan with 321, Cali- 


BAR ASSOCIATION 


Judge William Lynn Ransom, 
expert in public utility and 
municipal law, is the new presi- 
dent of the American Bar 
Association 


WIDE WORLD 


August 1935 


fornia with 256 and Virginia with 224. 

A statement by the Housing Admin- 
istration reports that “elaborate cere- 
monies attended ground-breaking in 
hundreds of localities. Thirty-eight gov- 
ernors issued proclamations in connec- 
tion with the observance of the day. 
Newspapers, radio-stations, building 


supply dealers and manufacturers, con- 
tractors and civic groups made the 
necessary arrangements to build model 
homes in scores of cities and towns. 
The entire movement was said to be the 
largest single mass construction pro- 
gram begun on one day in the history 
of the United States.” 


DIVIDEND NOTICE 
PACIFIC LIGHTING CORPORATION 


Common Stock Quarterly Dividend No. 104 of 60 cents per share, payable 
August 15, 1935, to stockholders of record July 20, 1935. 


$6.00 Preferred Stock Quarterly Dividend No. 112 of $1.50 per share, 
payable July 15, 1935, to stockholders of record June 29, 1935. 


Dividends on the foregoing issues, as well as on all the outstanding Pre- 
ferred issues of the subsidiary companies (whose common stocks are 
owned by Pacific Lighting Corporation) have been paid without inter- 
ruption since the initial dividend. 


- 


PACIFIC LIGHTING CORPORATION 
AND SUBSIDIARY COMPANIES 
(PRELIMINARY BEFORE FINAL AUDIT) 


Statement of Consolidated Revenues, Expenses and Dividends 
for the Twelve Months Ended Fune 30, 1935 


Gross OPERATING REVENUE 
Operating Expenses be - $20,021,085.91 
Depreciation .  6,698,415.00 
NET OPERATING REVENUE $14,114,504.56 
OTHER INCOME (Net) . 299,192.14 
DeEpuctT: 
Bond Interest 
Other Interest 


Amortization of Bond Discount 
and Expense . 276,744.13 


Less Interest Charged to Construction . 21,624.95 


$47,317,101.42 


$4,929,669.39 
24,565.09 


5,209,353.66 
Net INCOME BEFORE DIVIDENDs . $ 9,204,343.04 


DIVIDENDS OF SUBSIDIARIES: 
Common Stock—Minority Interest . . 165.00 


REMAINDER—APPLICABLE TO 
PaciFric LIGHTING CORPORATION 


DIVIDENDS ON PREFERRED STOCK . 


$ 7,688,284.74 
1,179,990.00 
$ 6,508,294,74 
4,343,303.70 
$ 2,164,991.04 


Amount Per Share Applicable to Common Stock . . . . $4.05 


REMAINDER—APPLICABLE TO COMMON STOCK . 
DIVIDENDS ON COMMON STOCK . 
REMAINDER TO SURPLUS . 


PACIFIC LIGHTING CORPORATION, 433 CALIFORNIA STREET, SAN FRANCISCO 
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The first burlesque 
show was a Greek 
comedy called “The 
Battle of the Frogs and 
the Mice.” It burlesqued 
the pompous citizen and 
made much of the man- 
in-the-street, the mice. 
The show was, of 
course, full of frogs, 
known better for their 
limbs than their voices, 
and this fact may be the 
real reason why there is 
so little need for plot in 
a musical comedy. 
There is also the 
burlesque type of story 
such as the one about 
the suppliant for the 
job of nightwatchman, 
who, when asked what 
his qualifications 

were, replied hopefully 
that he was a very 

light sleeper. 

Of course, none of this 
is applicable to our 
representatives. They’re 
always wide awake and 
anxious, as well as 
competent, to please. 


EQUITABLE 

Fire and Marine 
Insurance Company 
of 

Providence, R. I. 


Cash Capital $1,000,000.00 
Net Surplus 3,832,750.70 
6,031,368.30 


The Use of Credit 


depressions may be 
caused by a variety of circum- 
stances other than the mechanization of 
industry and the use of credit, although 
it must be recognized that credit has 
been an important factor in the collapse 
of business at various times, said James 
B. Trant, dean of the College of Com- 
merce, Louisiana State University, in a 
paper read recently before the economics 
section of the Southwestern Social Sci- 
ence Association at Oklahoma City. 

It should be recognized, furthermore, 
Dean Trant asserted, “that economic 
troubles arising in connection with 
credit are not confined to any particular 
difficulties arising in connection with 
any specific form of credit.” 

“Tt may be bank credit at one time,” 
he continued, ‘“‘long term credit at an- 
other, and Government credit at still 
another. It may be a combination of all 
forms of credit as one may see by con- 
sulting any good book on the history of 
business cycles. The difficulty that 
arises from the use of credit seems to lie 
in the nature of credit, on the one hand, 
and in the psychology of the people, 
on the other. 

“When we turn to credit, we find that 
it is a thing that is based primarily on 
confidence, and because of that the 
psychology of the people determines to 


| a great extent its expansion and con- 


traction. When we are looking to the 
future through a roseate light, we be. 
come over-confident and over-expand 
credit through the process of expand 
our business in accordance with our 
expectations, a thing which is spoken 
of frequently as the over-capitalization 
of whatever undertakings may be ep. 
gaged in... .” 

The over-expansion of credit in the 
first place, he said, may be caused by an 
over-zealous internal improvement pro- 
gram by the states or nation, as in 1837, 
an over-expansion in the development 
of business as was the case with the 
railroads just prior to the panic of 1884, 
or to a banking crisis as in 1907. Further. 
more, one must recognize that at times 
credit is forced to collapse as a result of 
a breakdown in trade and industry, 
resulting from unfavorable underlying 
business conditions. 

The futility of attempts made over a 
period of 250 years to make bank credit 
sound by direct legislation does not 
cause Dean Trant to think that “we 
should accept what we have as the best 
that can be done.” Also, he is not among 
those who believe that banking is “so 
simple as to make it eligible for govern- 
mental operation.” He does believe, 
however, that “‘it is time to make bank- 
ing, as such, sound, and doing that will 
make any form of bank credit sound.” 


TELEVISION 


Dr. Frank B. Jewett (right), vice-president of A. T. & T. and president 
of the Bell Laboratories, showing members of the Federal Communica- 
tions Commission a new type of cable that will transmit television 
besides telephone and telegraph messages. Watching the demonstra- 
tion are, left to right, Commissioners Walker, Stuart and Sykes 
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Practical 


Public Relations 


CHOOL authorities of Kalamazoo, | 


Michigan, have requested The Amer- 
ican National Bank of Kalamazoo to 
establish annual prize essay contests for 
high school students. 

The request, with which the bank will 
probably comply, was made after the 
institution had conducted a similar con- 
test late in the recent school year. This 
competition had for its subject: “What 
protection is afforded to the depositors 
of Kalamazoo banks by Federal deposit 
insurance, and how is the public bene- 
fited?” 

The unusual approach to F.D.I.C. 
publicity which the 1935 competition 
represented attracted wide interest 
among the young people, school officials 
and the public. The bank gave $50 in 
cash prizes—$25 for the best essay, $10 
for the second best, a third award of $5, 
and 10 prizes of $1 each. 

The papers were limited to 200 words. 
In each of the schools a faculty member 
supervised the program. 


**SERVING THE PUBLIC” 


H. C. HUNT, superintendent of schools, 
commenting on the contest in a letter 
to the bank, said: 

“No subject is more timely or of more 
genuine value to the public than that 
pertaining to the Federal enactment 
which through its provisions guarantees 
to the individual depositor protection 
for his savings. In acquainting the stu- 
dent bodies of the high schools of this 
city with this law and the participation 
of the local banks in it, The American 
National Bank has performed a very 
real and unselfish service. The adminis- 
tration of the Kalamazoo public schools 
was particularly pleased to endorse this 
contest, mindful that it, like your in- 
stitution, was serving the public in 
doing so.” 

The bank officers consider the con- 
test a marked success from the stand- 
point of local good will and publicity, 
and as a friendly gesture toward the 
other three local banking institutions 
which, also being members of the 
F.D.LC., were obviously benefited. 

M. R. Diggs, executive assistant to 
the Comptroller of the Currency and 
director of the F.D.I.C. in Washington, 
furnished booklets describing the cor- 
poration, which were distributed to the 
high schools for use in the contest. 
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Bond Management 
Made VISIBLE 


The Bondex visible “Quality Ladder“ repre- 
sents the latest advance in bond account 
control. Many bond account managers—in 
banks, trusteeships, insurance companies 


and corporations—find it indispensable. 


On responsible request, a specimen Bondex 
“Quality Ladder” will be sent without obligation. 


BONDE X, Incorporated 


120 S. La Salle St., Chicago 


More than half the world’s telephones are in the United 
States. Washington, D.C., has more per 100 population 
than any other city, anywhere; San Francisco is a close 
second; Los Angeles has more than all of Africa. On 
the average, every person in this country makes four 
calls per week, compared with one per month for the 
rest of the world. Reason: Bell System service is fast, 
dependable, economical. It leads the world. 


Bell Telephone System 
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ForrWoriit NATIONAL 
Bank. 


Statement of Condition as of June 29, 1935 


RESOURCES 


Cash and Deposits with Others $13,377,572.99 
United States Government Obligations 6,397,673.10 
Municipal and Land Bank Securities 3,063,836.44 
Other Securities 391,996.40 
Stock Federal Reserve Bank 112,500.00 
Loans and Discounts. 13,682,263.97 
Interest Earned—Uncollected ... 85,619.95 
Investment in Banking Premises... $1,300,000.00 
Building Bonds Owned (Entire Issue) 610,000.00 
Furniture and Fixtures 1.00 1,910,001.00 
Other Real Estate 1.00 
Customers Liability—Letters of Credit 1,000.00 
Assets in Liquidation 1.00 
Other Resources 49,572.90 


Total ~$39,072,038.75 


LIABILITIES 

Deposits: 

Individual ... . $24,180,587.06 

Bank . 8,036,455.81 

U. S. Government ...... 670,321.58 

State, County and City.. 2,299,346.47 35,186,710.92 
Letters of Credit Issued or Guaranteed... : 1,000.00 
Interest Collected—Unearned ‘ $8,170.91 
Reserve for Interest, Taxes and Expenses. . . 103,035.62 
Capital Account: 

Preferred Stock $1,000,000.00 

Common Stock 5 1,500,000.00 

Undivided Profits panies 473,121.30 3,723,121.30 


Total 


Save With Safety 


You can save 25% of the cost of your insurance 
by insuring with 


ASSOCIATED LUMBER MUTUALS 


who are now insuring all classes of properties: 
Churches 
Schools 
Mercantile Risks 
Office Buildings 
Public Buildings 
Dwellings 


Lumbermens Mutual Ins. Co. 
Mansfield, Ohio 


Lumber Mutual Fire Insurance Co. Northwestern Mutual Fire Assn. 
Boston, Mass. Seattle, Wash. 


Pennsylvania Lumbermens Mutual Fire Ins. Co. 
Philadelphia, Pa. 


Detailed statement of each and all of the companies sent upon request 


Indiana Lumbermens Mutual Ins. Co. 
Indianapolis, Ind. 


COMBINED ASSETS 
$20,773,590.00 


COMBINED SURPLUS 
$9,752,509.58 
- MUTUALS 


N.B. The interest of the mortgagee is given every 
consideration; hence our policies are accepted by the 
largest financial institutions throughout the country. 


Employee 


Flower Shows 


je aca years ago the president of 
a large mutual savings bank over. 
heard two employees discussing some of 
the finer points of horticulture. From 
their comments it was obvious that both 
were experts and deeply interested jn 
gardening. 

Making inquiries in various depart. 
ments of the institution, the bank of. 
ficial learned that a surprisingly large 
proportion of the staff had similar jp. 
terests and he suggested that an em- 
ployees’ flower show be held on the bank 
premises. The idea was enthusiastically 
received by the amateur growers, most 
of whom lived in suburban communities, 

Officers of the bank contributed small 
sums for prizes and various classes of 
competition were established. Nearly 
two score entries appeared. 

From this beginning the bank’s flower 
show has become a semi-annual event, 
one exhibit being held in the late Spring 
or early Summer, and the other in the 
Autumn. 

The shows have created wide interest 
not only among the employees but 
among the bank’s depositors, since the 
latter vote for the best displays at each 
exhibit. Printed slips of paper are 
handed to each depositor who visits the 
bank on flower show days, and there is 
an opportunity to express preferences 
for first, second and third places. 

At the Spring show this year a com- 
mittee of judges representing three 
other savings banks helped select the 
winners. ‘The grand prizes consist of 
credits with seed or implement com- 
panies for plants, bulbs, garden tools 
and similar items dear to the hearts of 
gardeners. First award carries a $10 
order, winners of second and third 
places receiving $5 and $3 credits, re 
spectively. Ribbons are also awarded in 
each class. 

Employees living in the city have an 
opportunity to match their skill in the 
“cliff dweller’s class” which has been 
established for potted plants, miniature 
cactus gardens and other examples of 
apartment house horticulture. 

The shows are held with a minimum 
of inconvenience to the banking routine. 
The gardeners bring their displays 
shortly before the exhibitions opet, 
arranging the plants and blossoms 00 
tables on the banking floor. Each show 
lasts two or three days. 
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A Reserve Board 


(CONTINUED FROM PAGE 16) 

Board over the Reserve banks. Appar- 
ently this question was somewhat at 
issue in the upheaval that resulted 
in the reorganization in 1916 when 
W. P. G. Harding was made Governor 
in place of Charles S. Hamlin who had 
been Governor for the first two years of 
the Board’s existence. Paul Warburg, 
in Volume I of his monumental book on 
the Federal Reserve System, tells the 
story of this dispute, which had refer- 
ence chiefly to the question whether the 
Board could reduce the number of 
Federal Reserve districts. Generally 
speaking, Governor Harding, although 
one of the members who favored reduc- 
ing the number of districts, was inclined 
to the view that the Board was a super- 
vising agency and not an operating 
agency, that it should keep in close 
touch with the Federal Reserve banks 
but. should not undertake to dictate 
their policies. Mr. Miller, I think, 
was generally favorable to the assump- 
tion of more and more responsibility on 
the part of the Board. Governor Hard- 
ing’s views seemed to me to be in line 
with the ideas of Congress as expressed 
by Mr. Glass and other leading Demo- 
crats who piloted the Reserve Act 
through the 63rd Congress. 

One of the most severe blows ever 
dealt the Reserve Board was the failure 
of President Harding to reappoint 
W. P. G. Harding. Governor Harding 
was a man of the highest character, of 
courage, and of tremendous industry. 

That incident emphasizes what the 


Effort in the 20’s 


Federal Reserve Board is likely always 
to have to contend with. Politics or the 
clamor of the day will influence appoint- 
ment of members of the Board. In 1922 
Governor Harding was sacrificed and in 
1933 Governor Eugene Meyer was sacri- 
ficed under somewhat similar circum- 
stances. The political atmosphere in 
Washington has undoubtedly influenced 
the Board on various occasions, but 
during my 10 years of service on the 
Board I cannot recall any action of the 
Board or of any member of the Board 
that could fairly be attributed to parti- 
san politics. There was never any 
action of the Board that could be said 
to have had any relation to impending 
elections, and I may add that from the 
administration of David F. Houston, 
who was Secretary of the Treasury 
when I became a member, down to my 
resignation while Andrew W. Mellon 
was still Secretary there was never any 
effort to influence the Board with rela- 
tion to Treasury policy. 

This may be true of the present 
Board, but there are persons connected 
with the Roosevelt Administration who 
think that the System should be used 
principally to facilitate Treasury opera- 
tions. Senator Glass and those who 
stand with him are fearlessly endeavor- 
ing to prevent this and if possible to 
prevent the use of the Board and the 
system to further the purposes of any 
of the monetary magicians, but Iam not 
very hopeful that they can succeed, 
unless bankers and business men arouse 
themselves seriously to the situation. 


In 1913, just after Carter Glass had become Secretary of the Treasury. 
Behind him are members of the House Banking and Currency Com- 
mittee. Mr. Platt stands at Mr. Glass’s immediate left 
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COMPANY 


SERVICE! 


RECENTLY a bank ordered 
5,000,000 checks from one 
of our plants. The job 
moved through to comple- 
tion smoothly and promptly 
without delaying any other 
order, big or small. 


YOU 
GET 


MODERN mechanical equip- 
ment and a highly trained 
personnel are responsible for 
our being able to turn out 
precision workmanship 
speedily. 


WE HAVE the proper ma- 
chines for each type of job, 
from the large units used for 
the long press runs to the 
batteries of little fellows 
lithographing only three 
checks at a time. 


of the machinery 
used in our five strategically 
located plants is designed 
and built in our own shops 
—small, fast lithograph 
presses — accurate and 
speedy imprinting presses 
— and exclusive knife-edge 
perforating machines, as 
well as many other special 
units. 


WHETHER you order one 
book or a million checks, 
the job will be a good one, 
and you will get prompt 
delivery. 


THE DELUXE CHECK PRINTERS 


Chicago Cleveland Kansas City 
New York St. Paul 


DELAXE 


BANK CHECKS 
INTERNATIONAL 
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The greatest industrial exposition 


ever held in the United States will be | 


the Machine Tool Show of 1935. 


Hundreds of bankers and financial 
executives will attend it. It reveals 


profit’s dependence on modern tools. | 


Five acres of floor space will show 


all the remarkable developments of | 


the past six years in machine tools 
and accessories—the machines that 


reduce production costs and make | 


better products. 


Here are competition’s weapons 
for your borrowers. 


Here are the revivers of industrial | 


and commercial progress, for it is the 


modern machine tool that makes pos- | 
sible quality production atpricescap- | 


able of extending present markets. 


Finance’sresponsibilitytoindustry | 
rests with you...and calls you, as | 


it calls so many others, to this Show. 


Reduced railroad rates will apply for 
concurrent Machine Tool Congress— 
no advance in hotel rates. Interesting 
booklet on request—address 1220 Guar- 
antee Title Building, Cleveland, Ohio 


MACHINE 
TOOL SHOW 


CLEVELAND —SEPT. 11-21 
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A Guide for 
New Employees 


| JN order to facilitate the adjustment 

of new employees to their surround- 

ings, some banks may find it convenient 

| to prepare, perhaps in booklet form, a 

| number of suggestions and items of in- 

| formation for the guidance and use of 
| beginners. 

These guides may explain to new- 
comers the practices of the bank with 
regard to such matters as working hours, 
dates of salary payment and absences. 
They may also present some hints on 
personal appearance and conduct, as 
well as an outline of the group insurance 

| plan and a brief discussion of banking 
as a profession. 

One banking institution hands each 
| new member of the staff a 10-page type- 
written pamphlet covering a dozen or 
more points to which it desires to call 
| attention. The booklet opens with a 
| word of welcome and an expression of 
hope that the employee’s period of 
service will be satisfactory to himself 
and to the bank. The suggestions that 
follow, it explains, are made with that 
end in view. 

After a reminder that the first three 
months of employment constitute a 
probationary period, and after some 
comment on the necessity for punctu- 
| ality, the guide states the bank’s belief 
that the progress of the individual em- 
ployee depends upon the progress of the 
organization as a whole and that the 
bank’s progress depends on the whole- 
| hearted cooperation of every member of 

the staff. 

“To this end,” continues the pam- 
phlet, “please keep constantly in mind 
that your attitude toward the bank’s 
customers—actual or potential—is of 
paramount importance. You should 
/never forget that the success of this 
company depends largely on its services 
to the public, and that prompt atten- 
tion, courtesy, and tactful treatment 
should be accorded every patron. We 
have no place for the sullen, grouchy, 

dissatisfied worker; nor for one who, 

under any circumstances whatsoever, 
| shows the slightest discourtesy toward 
| the public.” 

The employee is told that his personal 
appearance “will make a deep impres- 
sion on the public” and that he is ex- 

| pected to dress “neatly and conserva- 
| tively.”’ Courtesy on the telephone, both 
“on intra-office and outside calls, should 
, be exercised to the fullest degree, since 


banking is a business of service in which 
courtesy plays an important part.” 
Each member of the staff, the guide 
points out, is concerned with the reduc. 
tion of overhead expense. “ For instance, 
we are careful to extinguish electric 
lights when their use is unnecessary, we 
are sparing in our use of supplies, and 
we limit telephone calls to a minimum, 
both as to number and as to length. 
We feel free to report to any officer or 
department head suggestions for econ- 
omy or more efficient operation.” 
Employees’ personal affairs “should 
be conducted in such a manner as to 
avoid any criticism to, or by, the bank. 
This applies particularly to the pay- 
ment of debts, neglect of which is liable 
to lead to a salary assignment.” In this 
connection, attention is called to the fact 
that “‘a bank employee is prohibited 
from maintaining marginal accounts 
with stock brokers, either in his own 
name or that of another person.” 


EDUCATION 


OUTSIDE educational training, the 
pamphlet states, often precedes ad- 
vancement. ‘‘We are interested in the 
employee who is willing to get his own 
education on his own time. If you are 
planning outside study you may discuss 
the suitability of your selection with the 
personnel department. It is, of course, 
to your advantage to record with the 
personnel department whatever courses 
you complete.” 

The booklet presents information on 
the workmen’s compensation insurance 
required by the state, on the institu- 
tion’s group insurance and on its em- 
ployees’ retirement income plan. In con- 
clusion, there is a brief history of the 
bank. 

Before beginning employment new 
members of the staff are asked to signa 
pledge of fidelity whereby they sub- 
scribe to the principle that good bank- 
ing requires absolute secrecy concerning 
customers’ accounts or affairs, and agree 
that “violation of this principle consti- 
tutes a violation of trust and justifies 
the customer in withdrawing his busi- 
ness and good will.” 

Beginners pledge themselves to give 
no unauthorized information relative to 
the accounts of the bank or its relations 
with others, and to discuss no confiden- 
tial matters relating to the institution's 
affairs, except in line of duty. 
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Financial Survey of Urban Housing 


OME interesting data are being 

compiled at Washington from in- 
formation procured in the financial sur- 
vey of urban housing, conducted last 
year as a C.W.A. project. Covering 61 
representative cities in all parts of the 
country, the investigators gathered 
figures on such matters as indebtedness, 
terms of financing, values, and rents, 
and the results, made public from time 
to time by the Bureau of Foreign and 
Domestic Commerce, provide material 
for study. 

One analysis has been made of the 
sources of mortgage credit on urban 
residential properties, while another 
concerns the cost and terms of credit 
used in acquiring homes. 

The former study, reports the Bureau, 
discloses that individuals provide a 
larger volume of credit on residential 
property in cities than any other source. 
Banks, life insurance companies, and 
building and loan associations are the 
principal institutions furnishing ac- 
commodation to home buyers. There is, 
however, a wide variation among cities 
in the relative importance of the 


sources. In many places the bulk of | 
residential mortgage financing is pro- | 
vided by individuals, or by classes of | 


institutions which may be subordinate 
sources of credit in other centers. 

The survey on cost and terms reveals, 
according to the Bureau, that most 
home owners in American cities do some 
borrowing when they acquire property. 
Data used in this study cover the 52 
cities for which most complete informa- 
tion was obtained. Most of the one- 
family dwellings in these communities 


were acquired by their present owners | 


after 1900, the largest number for any 
10-year period having been purchased 
between 1920 and 1929. The number of 
such transfers after 1929 decreased to a 
smaller extent than did the number of 
homes built during that period. 

Returning to the study of sources of 
mortgage credit, it is found that build- 
ing and loan associations hold more 
than half of the total amount of loans 
on owner-occupied properties in six 
widely separated cities. Savings banks 
hold as large a proportion in two, lo- 
cated in New England and the Middle 
Atlantic region, while individuals hold 
more than 50 per cent in nine cities and 
between 35 and 50 per cent in 14 addi- 
tional places. 

Loans on rented dwellings in indi- 
Vidual cities are concentrated largely in 
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C. T. Murchison, Director of 

the Bureau of Foreign and 

Domestic Commerce of the 
Department of Commerce 


one class of institution. Building and 
loan associations have more than 50 per 
cent of the loans in three cities, com- 
mercial banks have nearly half of the 
loans on rented homes in two cities, 
savings banks lead with 35 per cent or 
more in five cities, and life insurance 
companies are the principal lenders in 
10 others. This variation in relative im- 
portance of credit sources indicates the 
unorganized state which has character- 
ized the urban mortgage market. It is 
noted that the volume of loans held by 
the Home Owners’ Loan Corporation 
reflects the situation early in 1934, 
when that organization had been in 
operation but a short time. 

Life insurance companies are rela- 
tively more important as lending agen- 
cies in the west north central and 
southeastern cities, while building and 


loan associations hold the leading place 
in many cities of the east north central 
and mountain divisions. Commercial 
banks and savings banks hold relatively 
more loans in the New England, middle 
Atlantic and Pacific areas where local 
capital is sufficient to provide a sub- 


BANK of the 


MANHATTAN COMPANY 
York 


Chartered 


Statement of Condition June 29, 1935 
ASSETS 


Cash and Due from Banks and Bankers . 
U. S. Government Obligations, Direct and Fully Guaranteed . 


Acceptances of Other Banks . 
Obligations of the State of New Y ‘ork 
Other Public Securities . ‘ 
Other Securities . 

Demand Loans Against ‘Collateral 
Loans and Discounts ; 
Real Estate Mortgages . 

Banking Houses Owned 

Other Real Estate Owned . 


Customers’ aad for r Acceptances ‘(ess Anticipations) . 


Other Assets 


ivided Profits 
for Contingencies . 
Dividend Payable July 1, 1935 
Deposits . 
Certified and Cashier's Checks 
Acceptances Outstanding 


Other Liabilities, Reserve f or Taxes, ete. 


LIABILITIES 


- $112,989,651.89 
91,939, 100.92 
16,441,697.40 
22,116,044.38 
20, 188,084.86 
15,098,244.68 
50,832,743.94 

102,542,520.02 
9,111,790.90 
15,941,742.69 
3,404,528.58 
11,772,472.51 
11,247,783.46 


$483,626,406.23 


$20,000,000.00 

20,000,000.00 
5,431,681.01 $ 45,431,681.01 
3,655,987.05 
750,000.00 
407,462,870.32 
10,289, 172.15 
12,863,412.91 
3,173,282.79 


$483,626,406.23 


Of the above assets, $38,357,182.19 are deposited to secure public 
and trust deposits and for other purposes required by law. 


Member New York Clearing House Association 
Member Federal Reserve System 
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stantial proportion of local requirements 
or where long established custom or 
legislation is a factor. 

The agencies supplying credit often 
differ as much between cities of various 
sizes in the same areas as between 
different areas. Savings banks in par- 
ticular tend to hold a larger proportion 
of loans in the larger cities and building 
and loan associations and individuals 
in the smaller cities and the environs 
of the larger cities. Certain differences 
as between areas are partly due to 
differences in the laws as to eligible 
holdings for moneyed corporations. 

First mortgages constitute by far 


the largest proportion of the total dol- 
lar volume of loans outstanding on 
owner-occupied residential properties, 
comprising 90 per cent or more in most 
cities. Where first mortgages are less 
than 90 per cent of the total, land con- 
tracts usually account for most of the 
remaining real estate credit in force. 
They substitute for first mortgage 
credit and usually also reduce the 
amount of second mortgages in use in 
the city. 

In the eastern states generally, and 
especially in the south Atlantic and 
east and west south central states, 
first mortgages account for almost all 


G MAC SHORT 


TERM NOTES 


available in limited amounts 
upon request 


GENERAL MorTors 
ACCEPTANCE CORPORATION 


Executive Office -- BROADWAY at 57TH STREET -- New York, N. TY. 


OFFICES 


IN PRINCIPAL CITIES 


HAMLET? 


by cheap ledger paper 


The chief bookkeeper’s 


to-be-or-not-to-be attitude is caused 


He’s screwing up courage to tell 


the president about the lost time and short tempers in his 


department, and to 


dote because 


demand Resolute Ledger as an anti- 


f its strength and durability and its fine work 


ing qualities. Neenah Paper Company, Neenah, Wisconsin 


NEENAH RESOLUTE LEDGER 


/ 


50% NEW RAG CONTENT 


the real estate credit reported. In New 
England and the middle Atlantic States 
there is a somewhat larger volume of 
second mortgage financing than in the 
southern areas, while land contracts are 
an almost negligible factor for any of 
the eastern states. 

Land contract financing in any im. 
portant volume is found in relatively 
few centers covered by the survey. Such 
financing is of most importance in the 
industrial cities of the east north cep. 
tral states, and a few cities in wester 
states. The maximum percentages of 
land contract credit reported are 464 
for Lansing, Michigan, and 36.9 per 
cent for Casper, Wyoming. In Califor. 
nia, state activity in land sales was a 
factor in the importance of land con- 
tract financing. 


JUNIOR MORTGAGES 


JUNIOR mortgage financing, while 
small in total volume everywhere, tends 
to be most important in those areas in 
which first mortgage financing is almost 
the sole source for the bulk of credit. In 
no area does it exceed 12 per cent of the 
reported credit on owner-occupied prop- 
erties, and for most cities ranges from 
two to five per cent of the total. For 
Waterbury, Connecticut, it is 11.2 per 
cent of the total reported, for Syracuse, 
New York, 10.4, and for Greensboro, 
North Carolina, 9.6 per cent of the 
total. 

A comparison of the mortgage hold- 
ings of various agencies as between 
owner-occupied and rented properties 
indicates differences in policy among 
the lenders with respect to the tenure of 
the property. The relatively smaller 
average size of loans commonly found 
on small rented properties, and the 
greater relative frequency of loans on 
apartments owned by other than resi- 
dent landlords, account in part for dif- 
ferences in credit policies followed by 
the various lenders. 

In the survey of costs and terms of 
home-purchase credit, it is stated that 
the mortgage debt outstanding on ur- 
ban residences in 1934 was the result of 
credit contracts during more than 4 
decade preceding. A considerable pro- 
portion of the first mortgage loans 
force that year were made before 1929, 
and a fairly large number before 1924, 
especially in older sections. The num- 
ber of outstanding loans for individual 
years, however, shows that in most 
areas relatively larger proportions were 
made during recent years, these includ- 
ing many made for short terms, since 
such loans for earlier periods had been 
extinguished before the date of the 
Bureau’s survey. 
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New Books 


THe LIBERAL TRADITION. By Lewis 
W. Douglas. D. VanNostrand Com- 
pany, 1935. 136 pages. $1.50. 


THE contents of this widely publicized 
book by the former Director of the 
Budget were delivered as the Godkin 
Lectures at Harvard University in May 
of this year. The four main discourses, 
comprising a systematic critique of 
New Deal policies and trends, have been 
prefaced, under date of June 21, by 
notations on “momentous events of 
historic significance” which occurred 
since the lectures were delivered, no- 
tably the Supreme Court decisions in 
the N.R.A. and Humphrey cases, and 
subsequent criticisms of both Court and 
Constitution. The argument that the 
Court should have no power to declare 
an act of Congress to be unconstitu- 
tional really means, the author states, 
that “the Constitution itself should be 
made meaningless’’, clearing the way 
toward establishment of “a com- 
pletely tyrannical State.” 

Mr. Douglas’s four lectures are en- 
titled: “The Sins of the Past”; “A 
Planned Economy and the Oppressive 
State”; “Dictatorship and a Fiscal 
Policy”; and “A Free People and a 
Free Economy.” In the first he analyzes 
the economy extant in this country 
during the nineteen-twenties, pointing 
out reasons for failure of the post-war 
system. He finds four dominant charac- 
teristics and fallacies of that order: 
exorbitantly high tariffs, governmental 
sanction to illegal price fixing; an ill- 
advised currency management; and the 
system’s rigidities. 

Mr. Douglas discusses in detail what 
he believes are the fallacies of a planned 
economy, endeavoring to show that 
“the present pseudo-planned economy 
leads relentlessly’ into the complete 
autocracy and tyranny of the Collec- 
tive State.” In the light of an analysis 
of Government fiscal steps, including 
“Administration support of a banking 
bill designed in part at least to assure 
artificial financing of future deficits”, he 
finds it “cannot be doubted that we are 
headed toward inflation, that we have 
reached the point at which deficits are 
financed by fiat credit, and that at 
some time, just as in all previous ex- 
periences, we may reach the point 
where government deficits will be met 
by the direct or indirect governmental 
or central bank printing of fiat money.” 

In the last lecture the former budget 
director offers specific postulates to “a 
smoother working of a liberal econ- 
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omy.” These are: free-competition and 
flexibility of prices; mobility of labor 
and goods; cost flexibility; a modifica- 
tion of our tariff policy so as to affect 
and maintain a balance between agricul- 
ture and industry; a sound currency and 
“escape from despotism”; greater use 
of the “compact clause” of the Constitu- 
tion and greater exercise of local respon- 
sibility; a “reformed banking system”’; 
and lastly, a responsible fiscal policy 
which will assure stability of exchanges.” 

“On these major things . . . alone,” 
he declares, “can individual liberty, a 
really abundant life, freedom and 
liberty be attained.” 


Tue Inpustry AND BusI- 
NEss Cyc.es. By William H. Newman. 
University of Chicago Press, 1935. 
72 pages. $1. , 


THIS monograph contains the essential 
portions and conclusions of a doctoral 
dissertation. Topics taken up by Mr. 
Newman are: fluctuations in building 
activity and business cycles; building 
costs and fluctuations in building activ- 
ity; the réle of financing; population 
growth; changes in demand for new 
buildings; a partial explanation of 
fluctuations; the author’s conclusions 
on the business cycle theory; and possi- 
bilities of stabilization. There is also a 
statistical appendix containing indexes 
of building activity from 1875 to 1933. 


How To ANALYZE A BANK STATE- 
MENT. By F. L. Garcia. Bankers Pub- 
lishing Company, Cambridge, Massa- 
chusetts, 1935. 54 pages. $1. 


THE author of this pamphlet is statisti- 
cian of Hoit, Rose & Troster, New 
York. He discusses from a practical 
standpoint some accepted methods of 
bank statement analysis. “ Fortunately 
for the analyst,” he says, “the greater 
detail now available in bank statements 
is imparting to statement analysis a 
real significance many times lacking in 
the past. The analyst can only be as 
good as the data at his disposal. Thus, it 
is to be hoped that as the banking situ- 
ation further improves many more 
banks will gradually find it possible to 
enlighten the public on such important 
points as the nature and liquidity of 
loans, basis of valuation of securities, 
accounting policy in carrying real 
estate, bank premises, etc. The im- 
provement in the financial condition 
already shown by banks throughout the 
country augurs well for the availability 
of such information in the future.” 
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with a specialized service 
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Research in Banks 


AKING a hint from the industrial 

world, many of the larger New York 
banks are establishing research units 
and, as in many well organized busi- 
nesses, are finding the results highly 
satisfactory. 

In banking, research has as its ob- 
jectives the discovery of more effective 
modes of operation and possible sim- 
plification of those in use; the introduc- 
tion of economical and modern methods; 
coordination, development and training 


of personnel; and reduction of non- 
productive overhead costs. 

Beyond a doubt, the benefits to be 
derived from well handled research 
amply pay for the establishment of such 
a department in any size of banking 
institution. For example, printed forms 
are a large item of cost. They are more 
costly if a bank has numerous branches 
which require individual addresses on 
their forms. Generally, one form may be 
used for all offices, with a space pro- 


STATEMENT OF CONDITION 


June 29, 1935 
RESOURCES 


Loans and Discounts 

Overdrafts 

U. S. Government Obligations 

State and Municipal Bonds 

Other Bonds and Investments 

Banking House 

Furniture and Fixtures 

Customers Liability under Letters of Credit 
Interest Earned but not Collected 


Cash on Hand and Due from Federal Reserve Bank and Other Correspondent Banks 


14,459.00 
107,753.34 
13,164,361 .73 
$+2,979,562.86 


LIABILITIES 


Common Stock 
Preferred Stock 
Surplus 
Undivided Profits 

Reserve for Contingencies 
Reserve for Taxes, Interest, etc 
Customers Letters of Credit 


$ 1,250,000.00 
1,145,000.00 
200,000.00 
227,431.85 


38,759. 
39,858,012.68 


$42,979,562.86 


The Omaha National Bank 


OMAHA, NEBRASKA 


LA SALLE. STREET 


AMERICAN 


WASHINGTON 


NATIONAL 


BANK AND TRUST 
COM PANY 


of Chicago 


COMMERCIAL BANKING 


SAVINGS TRUSTS 


vided so that the address of any branch 
may be typed in. This reduces the cost 
considerably. A research department 
can study the feasibility of substituting 
one form for several in such cases, 

Forms should also be studied for size 
and compactness, the necessity for being 
ruled or unruled, color schemes, ete, 
Tickets, checks and statements should 
be routed for order through the research 
department of the bank. 

One means of studying them is to 
mount all the forms on exhibition boards 
arranged and classified as to depart- 


| ments. Elimination of duplicate forms 
_ will be possible more often than is gen- 


erally realized. All re-orders for printed 


| forms of any nature should be routed 


through this department, which should 
review printing costs and secure com- 
parative bids. 

One trust company was able to save 
33 per cent on its forms in two years, 
this saving alone paying for the research 


| department’s operations. 


MACHINERY STUDY 


NOT only forms, but machinery and 
appliances of all sorts should be studied 
and compared. It is possible to save 
hundreds of dollars by investigation of 
new products and new inventions which 
bring added efficiency to an organiza- 
tion. The research unit can suggest 
changes in mechanical devices that will 
adapt a machine, not to just one depart- 
ment, but to the entire organization. An 
inventory of machines, showing their 
cost, depreciation, hours of use, main- 
tenance costs, type of work handled, 


| etc., will provide a valuable study. 


Another function of this department 


| is to ascertain how other firms handle 
| various types of work. Ideas from the 


outside and practices in the bank can be 
printed in booklets that will furnish 
ready reference guides and supply, in 
concise form, the best practices for the 
handling of bank business. Such book- 
lets can also be used in training new 
employees. 

It must be distinctly understood that 
the workers in the research department 


| cannot be operating heads or clerks at 


the same time. The research staff must 


| be free to analyze, interpret and suggest 


ideas as to methods, forms, machines 


| and personnel. Ordinary common sense, 
| an eye for economy of operation and for 


clipping off minutes without destroying 
the practicability of a system are the 


| prerequisites for the staff. 


Henry F. 
BANKING 
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International 


Thrift Congress 


ESOLUTIONS dealing with mat- 
R ters of importance to savings 
banks were adopted at the Third 
International Thrift Congress by ap- 
proximately 1,200 delegates from sav- 
ings institutions in 30 countries. 

The congress expressed itself on such 
subjects as savings banks and crises, the 
mortgage loan guarantee, interest rate 
policy, savings and life insurance, and 
school savings—topics which rather 
strikingly reflected the community of 
interest among savings bankers wher- 
ever they are found. 

Lewis Gawtry, president of the Bank 
for Savings, New York, representing 
American savings banks, brought back 
word that about $25,000,000,000 was 
on deposit in mutual savings institu- 
tions and $8,000,000,000 in post office 
savings banks throughout the world. 

Myron F. Converse, president of the 
Five Cents Savings Bank, Worcester, 
Massachusetts, also attended the con- 
gress, held at Paris, May 20-25. He 
writes to BANKING that the discussions 
during the sessions, as well as those 
among individual delegates, “indi- 
cated that the purposes and the prob- 
lems of the savings banks of Europe 
have much in common with our 
American institutions.” Persons present 
at the congress, he says, received a 
broader and deeper appreciation of the 
work of savings banking as a world- 
wide institution. 

Savings bankers of the United States 
will no doubt be interested in the reso- 
lutions, copies of which have reached 
this country, particularly those dealing 
with interest rate policy and the mort- 
gage loan guarantee. On the former sub- 
ject the congress expressed itself as 
follows: 

1. The savings banks should en- 
deavor, by means of suitable invest- 
ments, to obtain from the funds en- 
trusted to them a remunerative return 
which will allow them to pay substantial 
interest to their depositors while re- 
specting the fundamental principles, 
the observance of which is incumbent 
on them to an equal degree: security of 
their investments, sufficient liquidity to 
enable them to meet all probable with- 
drawal demands, and general utility of 
their investments. 

2. The interest thus obtained from 
the investments should be wholly paid 
over to the depositors with the excep- 
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tions of the sums necessary for (1) the 
functioning of the savings banks; (2) 
the building up of a reserve fund for COMPENSATION 
covering possible losses—the fund and 
the interest it produces to remain, SERVICE 

moreover, the property of the savings Employers Metuals ae pic- 
banks; (3) help to the various social neers in this field. For 24 years 
works in which the savings banks are this company has provided em- 
interested. ployers of the Middle West the 

3. In fixing the rate of interest asked highest type of compensation 
of borrowers who apply to the savings service. Workmen's compensa- 
banks, these institutions should not 

have been over twelve million 
yield to a tendency to make excessive delliines 
demands, but should be guided by the 
situation of the capital market in their 
respective districts. 

4. As far as loans to social works 
(workmen’s dwellings, establishments 
for prevention and cure of sickness, co- 
operative societies, etc.) are concerned, 
the duty of the savings banks is to fix 
the rate of interest as low as they can. 

5. The Third International Congress 
declares—as the congresses of Milan sult your Telephone Directory. 
and London declared—their absolute 
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adherence to the principle of freedom 
of action of the ordinary savings banks. 

Being more than any other institution 
capable of fixing their own rates of in- 
terest, they should be allowed to fix 
them by agreement either between 
themselves or with their associations or 
other national groups, or else with the 
appropriate authorities. 

If, in countries where the economic 
situation expresses itself by an exagger- 
ation of the rate of interest and espe- 
cially during periods of serious crisis, 
state intervention in this domain seems 
acceptable, once all other useful means 
have been tried, it is essential that this 
intervention should be exercised in 


POST'S 
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The delicious cereal 
that helps keep you 
fit—providing bran 
and other parts of 
wheat in crisp, 
golden brown, oven- 
toasted flakes. One 


of the products of 


GENERAL 
FOODS 


250 Park Avenue 
New York City 


consultation with the savings banks and 
should cease as soon as the cause of the 
intervention disappears. 

6. Concerning the fixing of the rates 
of interest, it seems to the congress that 
these rates should be fixed in relation 
to the ensemble of rates allowed in the 
respective countries where the savings 
banks operate. 

7. The stability of the rate of inter- 
est to be allowed to depositors being an 
essential condition for the development 
of savings banks, the congress believes 
that the savings banks should endeavor 
to pay their depositors a fixed rate of 
interest decided on periodically in ad- 
vance and, as far as possible, to keep it 
unvaried. 

8. While proclaiming the general util- 
ity of allowing the same rate of interest 
to all depositors impartially, the con- 
gress nevertheless notes the communi- 
cations made by some savings banks 
which allow their depositors different 
rates of interest according to the 
amount of their deposits. The congress 
considers that it may be useful for some 
savings banks to accept deposits sub- 
ject to particular regulations concerning 
their amount, their withdrawal and the 
interest they bear. 

With regard to the mortgage loan 
guarantee, the congress resolved as 
follows: 

1. Give greater publicity to the ju- 
dicial transactions concerning lands 
and buildings, by demanding the es- 
tablishment everywhere of a land regis- 
try system which may furnish full 
knowledge of the judicial status of a 
property. 

2. Revise in all countries the legisla- 
tion concerning secured claims ranking 
before mortgage loans, with a view to 
diminishing or at least limiting their 
number, amount and duration, and also 


to submitting them to appropriate 
forms of publicity. 

Examine also if a right to a partial 
repayment of the sum loaned might not 
be given to the mortgagee when some 
prior lien emerges. 

In connection with this subject the 
congress made these recommendations: 

1. Rule out in principle and except in 
special circumstances mortgage loans on 
industrial properties, and restrict such 
loans to lands and buildings bringing a 
sure and constant income. 

2. Insure as far as possible the future 
stability of the value ratio laid down in 
savings banks by-laws between the sum 
loaned and the appraisal. 

3. Concerning dwelling houses, give 
the preference to houses situated in 
large towns and refrain from taking 
vacant lots into consideration, unless 
building is to be proceeded with im- 
mediately. 

As regards agricultural property, base 
the appraisal on the minimum market 
value of the estate, without taking into 
account growing crops, unless the crop 
is protected by a special insurance. 

In connection with buildings to be 
erected, stipulate that the borrower 
make use of his own funds up to a point 
where the sum to be loaned will suffice 
to complete the building and make it 
productive of income. 

Encourage in all cases the building of 
workmen’s dwellings, provided an ade- 
quate guarantee is furnished. 

4. The funds must be paid only when 
there is absolute certainty that the 
actual state of the property corte- 
sponds to what has been described and 
is desired. 

5. Take particular care that the bor- 
rower pay his insurance premiums 
promptly and that the insurance com- 
pany provide due compensation to the 


Four stamps of a recent French issue honoring Benjamin Delessert 
(1773-1847), *“‘founder of savings banks’’ 
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the Third Interna- 
tional Thrift Con- 
gress in Paris 


lending savings bank for any loss cov- 
ered by insurance. 

6. It should not be forgotten to in- 
clude cancellation clauses against the 
transfer of the property and to entrust 
experts with the care of making sure 
that the property is adequately main- 
tained and that it retains the value it 
had when the loan was made. 

7. In order that the mortgage loan 
may fulfil its social and economic pur- 
pose, it is advisable that the mortgage 
be written for a long term. 

Mortgages the principal of which is 
repayable by yearly instalments are to 
be preferred. 

8. As regards the proportion of mort- 
gage loans to the total investments of 
the savings banks, it is essential that 
these institutions should not lose sight 
of their liquidity. 

9. Grant to the savings banks as re- 
gards mortgage loans quicker, simpler 
and less expensive foreclosure proceed- 
ings by limiting as much as possible 
moratoriums and other legal provisions 
opposed to the interests of the lending 
banks, 

In case the mortgagee should go into 
bankruptcy, the fixing of the date of the 
suspension of payment should have no 
influence on the validity of the mort- 
gage held by savings banks. 

Exempt from taxes as much as pos- 
sible mortgage loans granted by savings 
banks, 

Another resolution, asserting that in 
general the savings banks had been only 
slightly affected by economic crises, in- 
vited the governments of the various 
countries “to support the savings banks 
and to avoid as much as possible all 
intervention in their activities.” The 
congress also addressed “an urgent in- 
Vitation to all governments to place 
their respective currencies on solid 

by means of general agreement 
among themselves, and thus to create 
the preliminary conditions for economic 
collaboration among nations.” 
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(parts 20-25 mat 1935) 


NTERNATIONAL pg LEPARGNE 


The Congress urged all governments 
to encourage the teaching of thrift. It 
confirmed motions adopted by the pre- 
ceding congresses advocating the intro- 
duction of thrift as a subject in the 
syllabus of all schools, and suggested 
that mixed commissions be formed of 
educators and savings bank represent#® 
tives to draft programs and teaching 
methods to cover this field. 

In his letter to BANKING Mr. Con- 
verse gives some informal impressions 
of the Congress. The Worcester banker, 
president of the horticultural society in 
his home city, went to Europe to attend 
the international flower show held at 
Heemstede, Holland, just prior to the 
savings meetings. From there he went 
to Paris. 

“The conference was in session at the 
time of my arrival,”’ he writes, “and the 
conference room was well filled with 
perhaps 600 delegates. The official lan- 
guages were English and French, but 
for the convenience of the delegates 
from the various European countries 
there was installed at each seat an ear- 
phone. The proceedings of the con- 
ference were interpreted by the use of 
these earphones in five additional lan- 
guages, namely, German, Polish, Ital- 
ian, Yugoslavian and Spanish. The use 
of these seven languages indicates the 
wide interest taken in the proceedings. 

“One particular resolution which re- 
ceived long and deliberate discussion 
was that relating to the policies of sav- 
ings banks with regard to the rate of 
interest. In the resolution the purposes 
of the savings banks were well defined 
and because of their philanthropic pur- 
poses, the delegates thought that the 
banks should be relieved of govern- 
mental interference with regard to in- 
terest rates. It developed, however, that 
in some countries, such as England, the 
regulation exists by reason of the fact 
that there is a government guaranty of 
deposits. The resolution, however, after 
amendment was adopted.” 
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BANKING states that “advertising contents often include news 
of practical value” 


BonbEX, INc., offers on responsible request a specimen of its 
visible “quality ladder” for bond account control 
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Foiton NATIONAL Bank offers general banking and correspond- 
ent service in Atlanta 


August 1935 


GENERAL Foops advertises one of its cereal products, Post’s 40% 
Bran Flakes 


GENERAL MI1ts, Inc., has declared its 28th consecutive common 
stock dividend 


GENERAL Motors ACCEPTANCE CORPORATION deals in G M A C 
short term notes 


INVESTORS SYNDICATE reports total resources of $65,984,367.15 
as of June 30 


Joun Hancock Moutwat Lire INsuRANCE Company will send on 
request a booklet on its life insurance plan 


LAWRENCE WAREHOUSE CoMPANY suggests consultation on the 
practicability of issuing warehouse receipts against any com- 
modity 


LivE Stock NATIONAL Bank oF Cuicaco had, on June 29, total 
resources of $21,015,292.25 


MANUFACTURERS TRUST COMPANY reports total resources of 
$579,807 ,681.65 on June 29 


MARINE MIDLAND GRrov?P calls attention to the facilities of its 78 
banking offices throughout New York State 


MERCANTILE-COMMERCE BANK AND TRuSsT CoMPANy of St. 
Louis shows total resources of $146,610,707.91 as of June 29.... 


Moopy’s INvEsToRS SERVICE points out that the present bond 
market is difficult to analyze without expert advice 


Morris PLAN BANKERS ASSOCIATION discusses ‘‘ Banking on 
Character for a Quarter Century” 


NATIONAL BANK OF DETROIT reports, as of June 29, total re- 
sources of $325,394,338.74 


NATIONAL CasH REGISTER CoMPANY publishes a letter from the 
Cortland Savings Bank, Cortland, New York 


NATIONAL MACHINE TOOL BUILDERS ASSOCIATION says bankers 
should attend the Machine Tool show of 1935 in Cleveland... . 


NATIONAL SURETY CORPORATION provides fidelity, surety, forgery 
and burglary protection 


NEENAH PAPER ComPANy emphasizes the strength and durability 
of Resolute Ledger paper 


New York Trust Company reports total resources of $358,- 
243,798.19 at the close of business June 30 


OmaHA NatTIONAL BANnk’s June 29 condition statement shows 
total resources of $42,979,562.86 


Pacific LIGHTING CORPORATION and subsidiaries publish their 
preliminary financial statement for the year ended June 30..... 


PHILADELPHIA NATIONAL BANK offers transit and collection de- 
partment services 


PITTSBURGH PLATE GLASS COMPANY suggests “Pittco Store 


Fronts” for modernization of foreclosed property 3rd Cover 


Poor’s PuBLISHING Company has a “factual and advisory” 
financial service for banks 


RECORDAK CORPORATION cites the saving, efficiency and protec- 
tion achieved by photographic bookkeeping 


ReyNotps, R. J., Topacco Company advertises its product, 
Camel cigarettes 


Royat Bank oF CANADA offers its ‘banking service across the 


SOUTHERN Trust Company is in the market for used furniture. . . 


STANDARD ACCIDENT INSURANCE Company deals in fidelity, for- 
gery and burglary insurance 


Topp Company manufactures “bank checks that emphasize 
safety for depositors” 


York Sarre AND Lock Company features its day-raid locker... . 
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The Graduate School’s 
Required Reading 


of Banking will begin their exten- 

sion work in September. From 
then until June 1, 1936—or just prior 
to the opening of the second resident 
session at Rutgers University—each 
student will follow a course of home 
study outlined for him by the faculty 
member under whom he is taking his 
major subject. 

In a very real sense, the ultimate suc- 
cess of the school will be measured to 
an important degree by the energy 
which the membership applies to these 
extension studies. It is only natural that 
the enthusiasm displayed by the stu- 
dents during the first resident session in 
June will wane somewhat as they settle 
down to the tasks outlined for them; 
yet it is apparent that much of the 
school’s real work will be accomplished 
in the months between the actual class- 
room work on the Rutgers campus. 

To the registrar’s desk at the Amer- 
ican Institute of Banking in New York 
have come scores of letters expressing 
the appreciation of students for the edu- 
cational task which the school has under- 
taken. These communications carry a 
conviction that the results of the proj- 
ect, on the basis of the first resident 
session, exceeded the expectations of 
the board of regents and the adminis- 
trative officers. Apparently the school 


Sct Banking of the Graduate School 


has already helped broaden the con- 
ception of banking as a profession; also, 
it has brought together a group of 220 
men from 36 states who have had an 
opportunity not only to resume their 
studies under expert supervision but to 
exchange viewpoints. Judging from the 
comments received, the students value 
their experience highly. 

The extension activities will focus on 
the preparation of the thesis which is to 
be required of each student who pre- 
sents himself for the final examinations 
at the end of the 1937 resident session. 
The student must submit an outline of 
his project, together with the methods 
he is following in getting source ma- 
terial, to the school faculty, and after 
these preliminary steps have been ex- 
amined he will receive instructions as to 
further procedure in completing the 
work. 

In addition, as the catalogue states, 
required reading will be assigned in the 
extension work. Reading assignments 
will be given in the field of the student’s 
major interest and also in economics 
and banking law. 

The faculty has compiled lists of re- 
quired reading, and is recommending to 
each student the books and other ma- 
terial he will need in following his own 
particular course. Some of this reading 
consists of the booklets published from 


Two instructors—George P. Barse (left), 
general counsel in the office of the 
Comptroller of the Currency: Gilbert” 
T. Stephenson, vice-president in _ 
of the trust department of the ; 

table Trust Company, Wilmington ~ 


time to time by the Bank Management ® 
Commission of the American Bankers” 
Association, a series covering various | 
phases of bank operation and manage." 
ment problems, principles and policies, 7 

Students will be free to extend their” 
reading beyond the required list. Bank- 
ers, particularly in recent years, have © 
found it necessary to keep abreast of § 
national and international events that 
have even an indirect bearing on their 7 
work. One of the measuring sticks of © 
education is the ability to form correct 
opinions and to make accurate deduce: 
tions from the grist of news appearing | 
in the daily press. " 
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Three pictures of the first resident session—in a class room and on the campus at Rutgers 
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